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I. Introduction 
The network of the American economic structure, as 
it is today, is so tied in with the many forms of insurance 
that without insurance the system would gradually degenerate 
to such a point that it would be necessary to change our whole 
concept of life in order to survive. The practice of spread-
ing the risk of loss by a few people over many persons is as 
commonly accepted today as is a new model every year for an 
automobile. 
Back in the days before America was discovered, 
Chinese traders came down the Yellow River in their small 
boats to bring their wares to the coastal ports so they might 
barter for other goods. It was a long dangerous trip with 
rapids that had to be successfully overcome since, with each 
man carrying all his goods with him in the one ship, a ship-
wreck meant destruction of many years of effort, with poverty 
almost sure to follow. These Chinese, in order to reduce 
such catastrophes, devised the system of splitting up their 
wares with other seamen so, that although one ship might sink, 
the loss would be small for many merchants instead of a dis-
aster for one man. This principle of spreading the risk of 
loss is the basis of insurance and it was probably at this 
time that insurance had its inception. 
How many businesses each year would be forced to 
close their doors when the plant is destroyed by fire were it 
not for fire insurance protection? The National Safety Council 
5. 
has produced some figures that at times seem unbelievable. 
One year the annual loss by fire in the United States was 
reported by this organization to be approximately $250,000,000. 
For each one thousand homes in the country, for instance, 
* there are five fires reported annually. It is impossible 
to argue the fact that complete loss by fire can only be 
prevented by insurance. In the very best equipped establish-
ments fires break out. In these concerns the amount of the 
loss is reduced because the fires are discovered earlier and 
better methods of isolating and fighting the fires are avail-
able. However, the cost ofthe latest type of construction, 
alarm and firefighting device is so high that many firms and 
most individuals can not afford the initial outlay for this 
protection. The only alternative is to purchase fire insur-
ance, and, because the buildings are not as fireproof, the 
insurance rates are higher than for the better class of 
buildings. 
6. 
Fire is only one hazard that businesses have to 
contend with today. One needs only glance at any daily paper 
and read of court awards for injuries sustained by an employee 
of some concern. A majority of the concerns are comparatively 
small. If they have a force of ten and one man becomes crippled 
permanently due to an occupational accident there is no need 
for mortgaging all the plant and equipment, if there is work-
men's compensation insurance in force. 
* 8, P• 249 
How many individuals could get together ten or 
fifteen thousand dollars if, while driving their cars, they 
should kill a child or a man who is supporting a family? The 
answer, which is fairly obvious, is almost no one. The only 
solution to the problem is to take out automobile liability 
insurance. Some states have recognized this and it is a 
violation of the laws to drive a car on the highways without 
a certain minimum amount of protection. This protection may 
be an insurance policy or a deposit of cash or securities 
given as evidence of financial responsibility. 
One of the basic elements of the American economy 
arises from the use of bank loans. The money received from 
these loans is used to purchase goods and services which are 
turned into profit so that the loan plus interest may be re-
paid. A frequent method of loaning money is to give it 
directly to the concerns through the purchase of stocks and 
bonds. Many people use any extra cash in this manner, but 
it would be an impossibility to do so if it were not for in-
surance which gives one a sense of security. Without insur-
ance it would be necessary for each person to save any extra 
cash so that it would be readily available in case of fire 
to rebuild or repair a home. One would have to save for 
serious medical bills to pay if illness struck a member of 
the family. Another contingency would arise if the father 
should run over a pedestrian with his car and be unable to 
support his fqmily because of insufficient cash to pay the 
7. 
amount awarded by the court for the accident. There are 
endless possibilities, but the fact remains that there would 
be little ready cash available to loan to others unless 
insurance mitigated these catastrophes. Without this flow 
of money our concerns would soon collapse due to a lack of 
operating capital. This would lead to unemployment, lack 
of purchasing power, and a depression of ever increasing 
proportions. Then, in a state of complete collapse, we would 
become targets for those nations which do not have insurance 
as we know it in the United States. Consequently, it is 
impossible to over stress the fact that insurance is or major 
importance to our present economic (and of course, social) 
structure. 
The field of insurance is as large, if not larger 
than, any other field of business today and it would be all 
but impossible to study all insurance in general. This project 
must be limited to a phase of insurance and the part selected 
revolves around accident and health insurance since this is 
the most considerable hazard that confronts any individual 
person. It has been estimated by the Kational Safety Council 
that one hundred twenty accidents occur for every one thousand 
* persons in the United States.·. Compare this with the figures 
shown earlier of only five fires in each one thousand homes. 
One writer estimates that between four and six million persons 
are disabled every day of the year. These disabilities run 
*8, P• 249. 
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for a period of a week or longer. In terms of days lost from 
business or school the figure is one billion two hundred and 
fifty million days or an average of ten days for every man, 
woman, and child in the country. The losses for wages and 
* medical care run as high aa two billion dollars annually. 
It has been well established in the preceeding 
paragraphs that the field of insurance is of considerable 
magnitude and that the accident and health section of insur-
ance carries considerable weight within this field. Evidence 
of this is shown in the figures of one hundred thirty five 
stock casualty insurance and surety companies for 1949. They 
wrote $260,826,333 net premiums of accident and health insur-
ance as compared to $2,244,419,002 net premiums of all lines 
** or approximately twelve per cent of all business. What then 
has been done in this field to date? A review of what has 
gone on in this field leaves one with the impression that many 
books have been written on the subject of accident and health. 
Each book seems to cover the types of coverages, what they are, 
what they do, or what they endeavor to do. Innumerable writers 
explain policy contracts and rates and rate making as well as 
the coverages offered. Other writers merely mention accident 
and health leaning more heavily on straight life insurance, 
workmen's compensation insurance or some other line in which 
they think the reader will have an interest. 
*6, P• 365. 
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In reviewing the current business and professional 
magazines and newspapers one can pick out the increased activ-
ity within insurance companies to activate accident and health 
insurance. In each of these articles the same trend seems 
to appear. That is, that the long absent coverages are now, 
for the first time, to be provided by this company or that 
company. Whether or not these coverages have been long absent 
or not is a question. More important, however, is the fact 
that there does not seem to be any study on why or how these 
coverages have grown or developed in the past fifty years. 
Where is all this leading us? What will the general public 
look for and need in respect to the existing social and eco-
nomic conditions? What can the public expect in the future? 
This is the subject that needs further study. In 
order to project any trend it is necessary to go backward and 
work up to date. In the pages that follow an effort will be 
made to tie together the impact of social and economic change 
on coverage concepts in accident and health insurance. Under-
standing this will enable one to realize how and why different 
forms of coverage, as we know them today, came into being. 
With this fundamental knowledge as background, the objective 
of this study will be an endeavor to project the trend of 
accident and health coverage on an economically and socially 
sound basis. 
10. 
'II. The First Thirty Years of the Twentieth Century 
A. Economic ~ Social Conditions 
Many years ago a man's only insurance was his gun 
and his ability to use it. To-day a man is protected against 
losses of his earnings by what we call accident and health 
policy contracts. Health insurance is generally accepted as 
the oldest type of casualty insurance although the early 
methods of securihg medical aid in time of distress were 
certainly nothing like the methods known at the present time. 
Evidence of this has been found in ancient China where it was 
supposedlT a practice for ~e upper classes to pay a doctor 
as long as the person in the upper class remained well and 
to cease payment if a sickness was contracted. If the efforts 
of the doctor were of no avail, the doctor's life was in 
great danger. 
In the early 1600's the Netherlands insured its 
soldiers against certain physical losses and in the seven-
teenth and early eighteenth centuries England appeared with 
disability insurance. These coverages were not granted sep-
arately, but more as fringe covers to other types of policies 
such as fire, life, and so on. There was no true system of 
covering disability until 1847 when a monoline insurer wrote 
* the first health policy in America. Although the health 
coverage was afforded at this time it was actually not until 
* 6 1 P• 19. 
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near the end or the century that health insurance came into 
the picture to any degree. 
Accident insurance, on the other hand, showed its 
head off and on during the ages, but initially took root in 
1850, three years after the first health policy. This policy 
was restricted to railway travel hazards and was copied from 
a British policy written in 1849• In 1863 the dawn appeared 
in full with the organization of the Travelers Insurance 
Company of Hartford, Co~necticut. This company was organized 
at first to write only travel accident policies, but in a 
year they changed their scope to include all accidents. This 
was the beginning and from here on it grew considerably up 
to 1890 with about seventy companies being organized between 
1865 and 1869. However, there occurred one disaster after 
another which spelled the doom for the writing of accident 
insurance. In 1864 there were one hundred and forty railway 
accidents with four hundred and four people killed and 1 1 846 
people injured. Between 1868 and 1872 the American waters 
turned out to be graves for 1437 people due to five hundned 
and twenty six steamship mishaps. Along with this was seen 
rivalry for inland and ocean water navigation with fights for 
* railroad property and high speculation. 
Through all of this many companies were hit by these 
disasters so that bankruptcy became commob and in 1871 all of 
these companies had gone under except for Travelers and a few 
foreign backed companies who were able to survive. Some of 
* 4, P• 7 
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the underwriters realized the situation and capitalized on 
the payment of their claims and it was this that gave the 
* accident insurance its impetus. 
Between 1870 and 1890 a sort of transition period 
occurred and the underwriters worked over their policies to 
improve them so they would be able to survive. The reason for 
this was due to all the adverse court decisions that were 
being handed down. Such things as hernia, fits, vertigo, 
sleepwalking, taking poison, sunstroke, freezing, and inten-
tional injuries had to be specifically excluded since the 
courts had previously read them into the policies. Many 
fraternal associations, assessment mutuals, and industrial 
accident companies were promoted, but their lives were 
generally short lived. The reasons were poor and inadequate 
financing, weak managerial staffs, and a lack of understanding 
about insurance fundamentals. Some of these companies were 
organized by shrewd operators who indulged in a ruthless 
claims activity and thus brought ruin to the business. In 
addition to all this, the accident insurance industry suffered 
another heavy setback in the form of discriminatory legisla-
tion passed by some of the state legislatures. Pennsylvania, 
for instance, required an occupation tax that ranged from 
$100 to $200 for each county in the state as well as a tax of 
three per cent on all the gross premium collected by the 
company in that state. The Civil War had badly damaged the 
* i, P• 8 
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credit of many of the state legislatures and some turned to 
insurance as a means to bolster their positions. Companies 
had to buy state bonds (a very questionable investment) in 
amount'S from $25,000 to $50,000. 
Some companies were able, however, to weather these 
storms and became more firmly rooted as a result. One of 
14, 
these was the Knickerbocker Casualty Company which was re-
named the Fidelity and Casualty Company. Another was the Iowa 
State Traveling Men's Association (a fraternal group) which 
managed to hang on, as did the Woodman Accident Company (a 
mutual company). The Massachusetts Mutual Accident Association 
started out in 1883 and later became the Massachusetts Accident 
* Company. This Company stayed in business until 1940. 
The period from 1890 to 1900 was a period of growth 
and fast competition. The companies that were then looked 
upon as the leaders, the giants in the business, were as 
nothing compared with the le~ders of today. The Travelers 
Insurance Company had a capital of $600,000 and a surplus of 
$183,000 while the Fidelity and Casualty Company had a capital 
of $250,000 and a surplus of about $61,000. Of course, it 
must be remembered that the price of a meal in that day was 
$.25 and the premium was generally established as $25. for an 
accident policy. This, of course, made the sales difficult, 
but even by 1900 there were forty seven companies writing 
insurance. These companies had about 463,000 policies in force. 
* 4 ,-Ptl• 9-10. 
The condition of accident insurance as of 1900 is 
well phrased by the following quotation. 
'"There was little difference in the coverage pro-
vided by the stock and mutual companies. The policy promised 
liberally on the initial page and on its reverse side recon-
sidered the generous impulse and in many of the early sessions 
of the organizations which were destined to bring marked 
improvement to the accident service, whole days were devoted 
to discussion of ways and means of making the courts under-
* stand that the limitations had teeth." 
The policies a~ this time were pathetically 
insufficient and to make the situation worse the companies 
expended almost no effort on improvements in the policies. 
Health insurance, much like accident insurance, was 
known to appear off and on during the ages. One of the earl-
ier indications of this came from England in 1757 when Parl-
iament passed an act which provided for a type of compulsory 
sickness insurance in favor of the laborers who unloaded the 
large vessels. Later, in 1793, the lose Act was passed which 
protected the British Friendly Societies. The first appearance 
of health insurance in the United States came in 1798 when the 
United States Congress created the Marine Hospital Service. 
This was set up on the basis of wage deductions from the 
sailors. 
The Massachusetts Health Insurance Company was 
* :.1, p. 11. 
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incorporated on April 21, 1847. This was the first company 
to write health insurance and was founded on the same prin-
ciples as the English Friendly Societies. The Health 
Insurance Company of Philadelphia, the Eagle Life and Health 
Insurance of Jersey City, and many others sprang up in quick 
succession, but they all failed. The cause of the deaths of 
the companies again was due to poor management, improper fi-
nancing, and the basing of rates and experience after the 
English Friendly Societies which did not have the same condi-
* tiona that were applicable in the United States. 
Thus, with many wild starts and failures, the health 
writing did not actually get its start until the late 1800's 
when some of the accident writing companies, by then fairly 
well established, began to broadea their writings to include 
health coverages. One of the lead companies in this was the 
Fidelity and Casualty Company of New York, a stock company. 
The first policy issued was experimental in nature and pro-
vided protection for loss of time due to a specific number of 
diseases such as scarlet fever, small pox, and so on and 
contained a seven day waiting period and a twenty six week 
duration. 
Following this pioneering, other companies entered 
the field (such as the Aetna Life Insurance and the Travelers 
Insurance Company in 1899) abd from here on they remained and 
grew into the gigantic organizations that they are today. It 
* 4, PP• 15-16. 
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might be interesting to note that the total premium for 
accident and health insurance in 1901 was about $5,000,000 
while in 1950 it hit $1,500,000,000 (not including Blue Cross 
and Blue Shield) or a three hundred per cent increase in 
. * 
fifty years. 
17. 
It is well known that the early years of 1900, which 
were fairly prosperous, did not have the problem of automobiles. 
War was also not one of the many fears of the people. The 
thing that had been their main fear was travel by common 
carrier, particularly railroad. The earlier disasters were 
gradually diminishing in intensity and frequency while at the 
same time the automobile was making its entry. The well 
published railroad disasters had firmly established a need 
for accident insurance and this began to broaden as people 
became cognizant of the fact that the principal of insurance 
was a sound one and that the reduction of loss through 
insurance is more than mere speculation. 
B. ~ ~ !a£ Offering ~ Accident Insurance 
At the turn of the century the country was actually 
in the middle of an era of progress, Cities were expanding, 
trade was growing up between the counties and states, and 
machinery was being developed and installed. With the discovery 
of pasteurization by Pasteur, the premature loss of lives 
lessened considerably. For centuries the population increase 
* 14, ~· 1. 
had been so slight that Gregory King, an early economist, 
estimated that there would not be 11,000,000 people living 
in England until the year 2300. However, there were that 
number by 1815 and by 1910 there were 36,900,000 people. 
Between 1801 and 1910 the population of France increased 
from 25,000,000 to 39,000,000 and in the German Empire the 
* increase was from 23,000,000 to 65,000,000. The explanation 
of this is not an increase in the number of births, but a 
decrease in the number of deaths. In the earlier days 
seventy five per cent of all children had died by their 
fifth birthday. Not only were people living longer than 
they had previously, but they were also healthier. 1mny 
things had been done. Clothing had been made, industries 
continued to spring up, drugs were developed, and the wealth 
of the nations had to be speeded up. The United States 
followed along with the other natiohs and also began to de-
velop. The total wealth in the united States in 1912 was 
estimated at $186,000,000 and by 1922 it had increased to 
about $320,000,000 or an increase of seventy two percent. The 
population had also grown and the value of the dollar dropped 
sp that tlie increase in real wealth was not very great. The 
result, however, was that people did have more and better 
material goods and services, shorter working hours, and more 
relaxation and time for pleasure. 
With all this activity there also came a lessening 
* 1, pp.502-5~3 
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fear of the past and the insurance companies began to loosen 
their restrictions and offer broader policies of accident and 
health coverages. The speed of growth in the early 1900 1s is 
little short of fantastic. For example, visualize some of the 
19. 
towns Which were outgrowths of industries located near the 
source of coal. In England, Manchester and Birmingham were 
built up by the cloth and iron industries. In the United 
States, Akron produced rubber products and in 1890 the city 
consisted of 2?,000 people. In 1910 it had ?0,000 ana by 1925 
it was composed of 208,000 persons. This jump can be basically 
attributed to the fact that Akron produced nearly all the 
automobile tires in the United States and our people, being 
aggressive and eager, were not slow to realize the value of 
the automobile so that in a short period of time it was an 
essential part of business. With all this growth in size came 
came the need for more grocers, butchers, lawyers, doctors, 
school teachers, and so forth. With the larger cities, larger 
industries and more rapid growth universally, more people 
began to depend on monetary wages rather than crops and at 
that point it became apparent that the loss of the wage or 
the ability to earn a wage could easily bring disaster to a 
man and his family. They began to turn to insurance for pro-
* taction from this situation. 
The insurance companies, feeling the growth like 
every other industry, rolled with the punch and began offering 
* 1, P• 510. 
a great variety of coverages and loosening their restrictions. 
Between 1903 and 1914 the general health policies were revised 
and many of the excluded diseases were dropped, medical exam-
inations were abandoned, and the step rate premium was re-
placed by a flat rate increase from age eighteen to fifty 
with an increase from fifty one to sixty. The first surgical 
schedules were added and they were quite similar to those 
still in existanee today. The waiting period for health 
* insurance was eliminated until after the first World War. 
c. Types £[ Coverage Offered 
The coverages offered in these early years in the 
limited and general health and accident policies were basically 
good, but did not go far enough. An example of this is a 
policy that was offered originally in 1891 by the Fidelity and 
Casualty Company. It was a limited disease policy covering 
eight specified diseases. For this policy covering there was 
a charge of $2.50 and it paid $25.00 weekly indemnity. The 
satisfactory experience of this and the unsatisfactory scope 
20. 
of the limited coverage lead to an expansion of the list of 
covered diseases to ten, then fifteen, and finally thirty. The 
Aetna Life Insurance Company and the Travelers Insurance Company 
offered similar types of contracts and insured against what 
was referred to as "temporary total disability". These ex-
eluded such items as tuberculosis, venereal diseases, insanity, 
and other disabilities due to alcohol, narcotics, and so on. 
* 11, P• 3o 
The premium for these policies, d~pending upon the age of the 
insured, varied from $8.00 to $50.00 a year for each $5.00 
of weekly benefit. These policies ran for a fifty two week 
* period. 
Shortly after these policies another new policy was 
brought out with great fanfare. It contained a weekly indem-
nity for a twenty six week period for "temporary disability" 
with house confinement required. This policy had also a 
benefit for "permanent disability" with paralysis of two or 
more limbs or blindness carried as a definition of total and 
permanent disability. In order to provide this the disabil-
ity had to continue for at least one hundred consecutive weeks. 
The benefit for this was an indemnity for one hundred weeks. 
This policy also carried a surgical schedule which amounted 
to a $200.00 schedule with a $50.00 per week policy. This 
excluded sickness caused by injury or violence, sickness not 
treated by a physician, sickness contracted in the military 
service, or sickness contracted in Europe, outside of the 
United States, or south of sixty degrees north latitude. This 
policy also contained a franchise for seven days. That is, it 
would pay for no disability unless it lasted more than seven 
days. Then it would go back and pay from the inception of the 
illness. The reasoning behind this effort to eliminate the 
seven day claims seems to be rather weak when one considers 
the fact that by staying out one more day the insured would 
* 11, P• 3. 
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be paid for eight days. 
The race continued and f~ee competition bubbled 
forth with such speed that the cautiousness of underwriters 
to experiment and progress s·eemed to have ended. It was 
merely a race to get the most liberal policy onto the market 
before one's competitors. Payment was included for non-
house confining disabilities, territorial limits were expanded, 
"total disability" was used in lieu of "temporary disability", 
lifetime benefits for sickness showed its head, partial payment 
after age sixty up to age seventy appeared, as did many other 
* broadening contract features. 
D. Development £! ~ Trade Organizations 
Through this thread of progress, appeared the under-
lying cause - the growing greatness of the United States. This 
growth may most clearly be seen by the rise of trade unions and 
trade associations. In the words of one well versed in the 
field, Professor Mae. H. Donaldson, the definition of labor has 
not been an easy accomplishment. 
11 Are people who work necessarily laborers? Or may 
a man who loafs still be a workman? Opinions differ but the 
owner of a store is not usually considered a laborer although 
he may work hard at his business. 
11 The 'proletarian' of European socialists suggests 
the picture of a person, tired, dirty, ill-paid, unwashed, and 
* 11, PP• 3-7. 
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in the worst surroundings. His capital is his large family 
which he exploits by putting it to work young. According to 
Engel's Communist Manifesto, he has 'nothing but his chains 
to lose and a world to gain 1 • He does all the disagreeable, 
necessary, basic work and is paid barely enough to keep him 
alive. Tobacco and liquor help him to endure his hard fate 
23. 
and he saves nothing. This view makes a union plumber, or a 
farmer who clears $300.00 a year and owns his farm, a 'bourgeois' 
oppressor of the men he hires to help him. 
"By contrast, the broadest definition regards all 
work done for reward, as labor, and divides mankind into two 
cl~sses: laborers and loafers. It includes business men, 
sportsmen, and criminals. This seems to go too far. The 
accepted usage generally is the 'golden mean' between these 
two extremes. Clerks and routine white-collar people are 
included but the members of the management and professionals 
are not. Farmers and small, independent craftsmen are on the 
border line. In short, those who are paid for doing work that 
others order, rather than for managing business or solving 
* problems, are 'laborers'." 
It is well known that employers want the maximum 
results at the lowest possible cost. Wage earners want the 
largest feasible return for the minimum amount of labor. 
Both of these tendencies illustrate the same principle which 
is referred to as economy of effort. When this effort is the 
* 2, P• 1. 
main aim of both employer and laborer there is bound to be 
a conflict. The determining feature is dependent upon which 
party has the greatest power. 
In the United States, trade associations took on the 
pattern established in England and Germany where they had long 
since recognized the existance of this problem. These unions 
were not new, having been recorded in the annals of history 
three centuries ago. More recently, between 1881 and 1905, 
there were in Great Britain some thirty thousand strikes, 
involving 181,407 industrial establishments, and nearly nine 
million workers. About half of these strikes were successful 
in forcing the employers to raise wages or shorten working 
hours. At this time the unions had not entered the political 
field and the influence of Karl Marx was widely felt throughout 
multitudes of people of France, England, and Germany, even 
* though the British refused to acknowledge it. 
In the United States, where free lands had been 
plentiful and opportunity far in excess of that in Europe,the 
foothold of unions was slower than abroad. The character of 
the political economy in the American community which held in 
regard the ownership of property by the worker, was one of 
the largest or most dominating factors in the growth of the 
American unions. This may be summarized by stating that here 
was a lack of the customary European class consciousness. 
The workers here felt that the door was open to the possibility 
* 1, PP• 575-576. 
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of becoming an independent producer and as such, were more 
interested in union activity toward this end than toward 
* immediate wage or hour advances. The machine age had not 
come in and the population of the working classes was not 
immobile as was the continental working class. 
However, by the twentieth century new lands had 
become very much harder to find, the employers in factories 
were employing Orientals and Negroes to the dislike of the 
skilled labor and thus the natural reaction was a uniting 
of the crafts. These events had united many of the smaller 
units until by 1915 the names of the Knights of Labor and the 
American Federation of Labor were known from coast to coast. 
The growth in numbers of unions can be seen by their enroll-
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ment of less than 44,700 people in 1897, to a figure of 2,686,100 
** people in 1914. Like the insurance field, this period was 
fast in growth and this growth began to show its effect in 
efforts to increase the present material gains instead of 
fighting for the opportunity to keep the door open to property 
ownership. The industrialization and urbanization which had 
now moved in also helped to bring about these effects of the 
employer - employee problems. 
It might be well here to illustrate the attitude of 
the courts by looking at the Taff-Vale Decision. This was 
in 1900 and the American courts generally followed English 
tradition, although by 1915 the attitude had changed somewhat 
* 7, PP• 13-18. 
** 7, PP• 84-86. 
so that the employers were not always able to overthrow the 
unions. 
"This decision grew out of a strike of union workers 
on the Taff-Vale Railroad in Wales. When the company tried 
to bring in non-union workers ( 1black-legs 1 or 'scabs') to 
break the strike, the union strikers resorted to picketing 
that is, they tried by persuasion or intimidation to prevent 
the new men from taking their jobs. The company then sued 
the trade union for damages, and the House of Lords -- the 
highest court in the land -- decided that the union was 
liable and must pay. This decision was a vital blow to the 
trade unions. Strikes were in any case expensive and waste-
ful, and too often not successful. They could never succeed 
unless the small funds of the union could be used to support 
the strikers while they were out of work. It, in addition, 
the unions were to be made liable for damages in every strike, 
it would be practically impossible to carry on strikes at all. 
Thus the principal weapon of trade unionism 
* bargaining -- was rendered useless." 
collective 
The unions had begun to work out of their degraded 
position and began to•command respect. Part of this was 
due to the big industrialists who realized that here was an 
opportunity. By giving in to the union demands in return for 
a guarantee of work they were more easily able to contract 
for the larger jobs, both for foreign enterprises as well as 
* 1, P• 577. 
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local ones. With this attitude there was a rapid gain for 
the unions and it was quite evident that unionism was here 
to stay. 
E. World ~ 1 !E£ 1!! Influence in ~ Field 
The conflict that broke out in Europe began to cast 
its shadow on the United States and those who were alert 
could see that we were bound to get involved eventually. When 
war came a new type of activity arose. The people during this 
war seemed to be more patriotic than they did during the 
second one and as a result the history of our country shows a 
more cooperative spirit then. The union activity declined 
considerably and all efforts were bent on winning the war, 
not, to give an example, striking while loading unit vehicles 
onto army transports as happened on Pier 39 in San Francisco 
in March 1943, to a section of the Seventh Infantry Division• 
This unit was scheduled to make an assault in the Aleutians 
and did, but only after difficulty. In 1917-1918 the activity 
seemed to be less in the areas of high priority. In general 
people settled down and put aside their differences. 
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The insurance companies' underwriters got the jitters. 
Those who had been brazen earlier and had not excluded wa~ or 
acts of war, immediately ihcorporated that clause or a terri-
torial limitation clause at least into their contracts. 
Meanwhile, the war had had developed a more inte-
grated social consciousness. People from all sections of the 
country and all walks of life were thrown together and 
information was naturally exchanged. The more common use of 
vehicles and better communication all added to the speed up 
this integration of ideas and thoughts. It was as this time 
that accident and health began to become a more widely known 
concept. Bills had been entered in several states asking for 
compulsory health insurance and this was fought by the Health 
and Accident Underwriters Conference along with private 
insurance companies to the end that no bills wer·e made law 
* in any state up to the early 1920's. 
During the war years the acquisition cost of insur-
ance came into play as never before. Some of .the effects of 
this lead to action in regard to eliminating the profit-sharing 
plans, part-time agents, writing three and five year policies, 
the policy fee and the practice of paying the agent the first 
premium on monthly premium policies. The insurance commission-
ers were vitally interested in this and made it known to the 
insurance companies. Considerable emphasis was placed on the 
** necessity of economy to meet the increased wartime costs. 
F. Aftermath ,2! .!:!:!!, .'!!!!: 
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The close of the war and the years that followed saw 
small advances in the field of accident and health insurance. 
The non-cancellable policy, first issued in 1907 by the National 
Masonic Provident Association of Mansfield, Ohio, was credited 
* 4, P• 21 
** 14, PP• 7-8. 
to G. Leonard McNeill, the second president of the Massachu-
* setts Accident company (now out of business). It did not 
become popular until 1917, when it continued to be popular 
until the depression years. The companies issuing the life-
time indemnity feature have withdrawn from the field or 
** drastically modified their contracts. 
About 1921 a recession and short period of poor 
economic conditions occurred. This was the first real jolt 
to health insurance since its inception of liberal coverages 
in the 1914-1916 period. Many of the commercial companies 
received quite a scare at this time. By 1924 policies were 
appearing which closely resembled those written some twenty 
years later. Companies were insuring male risks only with 
the policies providing total disability for fifty two weeks, 
with a two week waiting period, and a non-house confining 
clause. The first day coverage policy was dropped. Blindness 
and paralysis indemnity still persisted, but the hospital 
indemnity was subject to the waiting period. 
ttFor about the first time, in a 1924 policy, a 
nurse in the home could be substituted for the hospital indem-
nity, which paid one-half of the weekly indemnity of twenty 
weeks. The surgical schedule paid for the first operation 
performed, rather than the largest. Later on in the 1920's, 
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the obvious error of applying the waiting period to the hospital 
and nurse provision and the unfair wording of the surgical 
* 4, PP• 13-14. 
** 14, P• 6. 
schedule which paid for the first operation performed, rather 
than the largest, were corrected, and health policies became 
essentially very similar to those most companies have bean 
using in recent years. There were experiments with such 
benefits as partial disability during the early 1920's, but 
the majority of companies which dominated the field at that 
time stuck pretty closely to the mora or less conservative 
contract sold to male risks in the business and professional 
occupations; at that time almost the only people really 
interested in accident and sickness insurance, During the 
1920's, results were only fair and there was always soma 
fear on the part of the health underwriters that they would 
* get worse." 
In summarizing the trend of the business from the 
war to the depression, it has been said, "The modern trend 
' 
is unquestionably the trend of adaptability. Willingly through 
innate wisdom, or unwillingly through the force of competition. 
all forces are working to the end that the needs of the policy-
** holder shall be adequately served." At this time, the 
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coverages offered in relation to the needs and earning capacities 
of the people were not too far apart. People began to earn 
more money, paid off many of their debts and found that they 
could do mora than but merely food and shelter. Many turned 
to insurance both for security and also as a means of invest-
ment. The insurance companies, receiving more and more pDemium 
* 11, PP• 8-9. 
** 23, PP• 145. 
began to let the amounts out and at the "time some or the people 
found that they were overinsured. At the same time the 
insurance companies found that they had saturated themselves 
to the breaking point. 
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III. Development During the Thirties 
A. Depression 
It can be seen now how the first thirty years of 
the twentieth century found the accident and health insurance 
activity in a state of constant change. From the time of 
the Civil War up to the turn of the century accident companies 
sprang up by the dozen and died off as rapidly. They were 
insufficiently financed, poorly managed and promoted by 
unscrupulous persons. Standard forms or provisions were not 
present and all the states had different forms of control, 
most of Which were poor attempts and primarily formalities. 
The result was that accident and disability insurance obtained 
an extremely poor reputation. The attitude was that the in-
surance companies would give one splendid coverages on page 
one of the contract and then take them all away in the fine 
print on page two. 
Since this activity was so widespread, a dark cloud 
appeared on the horizon in the form of possible federal legis-
lation. This, as every one realized, was the first and surest 
way to completely wreck an organization which was weak and 
staggering. In order to ward off this type of activity it was 
decided something had to be done and so a group of the largest 
and most stable companies in the field called a meeting in 
Detroit which resulted in the genesis of the now well known 
Health and Accident Underwriters Conference. This organization 
along with the Bureau of Personal Accident and Health Under-
writers and other such organizations began their activity to 
keep the rield free of federal regulation and to clean up 
and strengthen the accident and health business so that it 
would be sound and honorable in the public eye. In part, 
through their efforts, federal regulation was not born and 
standardized forms and provisions were suggested and put up 
for state statutes. During all of this activity the public 
was becoming more settled and educated in the need for such 
protection and these activities began to return trust and 
* confidence to the insurance companies in a small degree. 
In the late twenties when money was free, employ-
ment high, and so on, people bought all the insurance they 
could. At the same time the insurance companies went wild 
and wrote as much insurance, no matter what the risk, as 
long as they could get a premium. There seemed to be no 
limit. Life insurance companies were issuing policies on a 
person's life that paid $10.00 per month disability with 
each $1000.00 worth of life insurance purchased. This policy 
also contained a clause of waiver of premium and extended 
coverage for disability - total - due to either accident or 
sickness and paid for a lifetime duration. The casualty 
companies of this time who were writing accident and health 
insurance were coming out with policies as high as $250.00 
per week for disability due to accident or sickness and 
also with life-time benefits. They were writing accidental 
* 4, PP• 20-21. 
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death benefits with limits of $37,500.00 and $40,000.00. 
Non-cancellable policies were rampant and people were too 
eager and anxious to do even better. 
War was not present nor in anyone's vision and 
only good and peaceful times could be seen. Wall Street 
giants were growing overnight to be super giants with their 
rapid buying and selling on the exchange. Other countries,, 
such as England, France, and Germany, with whom the United 
States carried on considerable trade, were also basking in 
the bright ray of general prosperity. 
At this point a cloud passed in front of the sun. 
In just about that much time all the buying ceased, cutbacks 
were made, new construction slowed perceptibly, and then -
crash 1 The bottom fell out of everything. It was as though 
a tidal wave had hit a summer beach resort while the bathers 
were unaware that it was within a hundred miles. 
It was here that a toll as never before known in 
the history of insurance occurred. Many of these people 
who had been making money in large amounts had also invested 
it in many things - insurance being one of them. They had 
taken out accident policies with extremely high limits on 
the accidental death coverages. The life insurance companies 
had become heavy with life insurances which contained a clause 
extending high limits of monthly benefits for life-time 
duration for accident and sickness. Non-cancellable policies 
were in vogue and playing their part in the insurance field. 
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The depression hit with all its £ury and down went 
the good loss ratios. A greater toll was taken on sickness 
insurance than accident insurance because of the moral hazard 
involved. Sickness is much easier to simulate than accidental 
injury. Many suicides occurred, but could not be established 
as such. A result o£ the inability o£ the companies to prove 
that the death was self in£licted and intentional, made it 
impossible to avoid settlement. 0£ those persons who carried 
the sickness weekly or monthly benefits, the number of people 
who had sudden cases of serious ulcers, backaches, and so on, 
was innumerable. The insurance industry shivered, shook, 
staggered, and then sat down to survey the ruins. They found 
that it was evident that a house cleaning was mandatory. 
The companies could not turn back the clock and 
recoup the losses that had been incurred. They could not 
chase all over Florida to find the many people who had 
suddenly needed the Florida sunshine for "health" purposes. 
No; that was not the answer. The companies that weathered 
the gale immediately revised their policies and attempted to 
prevent such a debacle from recurring. They realized, now 
that it was too late, that they must, of necessity, keep a 
margin for error and a limit on the possible amount of loss. 
A maximum duration, a maximum amount o£ cash payable must be 
entered in the contract and maintained. Taking their cue 
from the lean years after 1929, some companies withdrew their 
health insurance policies. There was an almost universal 
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return to the elimination period by the commercial underwriters. 
By reducing commissions on the sickness coverages, agents were 
* discouraged from pushing the protection. 
Following are the average accident underwriting 
profit-loss ratios for stock companies from 1929 through 1932. 
The average stock company ratios for health insurance are 
given to allow comparison of the two. 
~ Accident Health 
1926 plus 2.2 minus 8.7 
1927 plus 1.9 minus 1.9 
1928 plus 2.7 minus 5.3 
1929 minus 0.1 minus 3.8 
1930 minus 3.0 minus 4.3 
1931 minus 6.6 minus 4.7 
** 1932 minus 7.6 minus 12.2 
Accident and health insurance, previously a mainstay 
in the casualty business with its large premium volume had 
become one of the most critical problems. In the depression, 
underwriting profit, with the decline or elimination of 
investment profit, oneemore assumed its earlier and sounder 
importance. When profits came easily, the front office 
naturally was not inclined to pay much attention to the 
suggestions either or the actuarial or underwriting depart-
ments. Depressions, national or local, have their good points 
* 4, PP• 18-19. 
** 6, P• 376. 
and insurance was benefited thus in the depression. Many of 
* the major reforms of insurance date from calamities. 
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The reforms of this era center on the triple objective 
of manual •tmplification; mor~ objective standards of, and 
greater uniformity in rate-making; and fewer and more uniform 
policy contracts. The total individual importance of these 
objectives varies not only with the prosperity of the entire 
accident and health insurance field, but with the individual 
company policy, the type of company and other factors. There 
is no question that all three are being taken with increased 
seriousness. Companies today see more clearly the real 
connection between these items and underwriting profits. To 
improve the loss ratio it is necessary (since experience 
shows that raising premiums alone is likely to have the 
opposite effect) to improve the statistical basis of the rate-
making structure. This can be done only after there is 
agreement among companies to pool experience and to pool it 
on a reasonably sound basis. This requires, in turn, a 
uniform and statistically sound classification of occupations, 
the principal criterion of exposure in accident (but not in 
health) rate-making. Finally, as long as policies themselves 
are every one different, it is not possible to add up multi-
experience on losses even for the same company, much less for 
** various companies; therefore the need for uniform coverage. 
* 9, P• 43. 
** 6, pp. 376-377. 
B. Unionism 
It might be well at this point to remember that it 
is certainly an ill wind that blows no good. Arising out or 
the shambles created by the depression have come many inven-
tions and changes in the way of lire or Americans which have 
materially benefited the people and their children. When 
money is scarce and jobs are difricult to locate the use of 
psychology on a group of people, commonly referred to as mob 
psychology, is an easy outlet for union organizers. 
Indications of the stress and strain on the country 
at this particular time are clearly indicated by a study of 
the expenditures of the government in the early thirties. 
By January of 1935, the federal government had enforced a 
very active welfare plan and considerable relief work. This 
had resulted in some 5,488,000 relief cases involving about 
~ 
20,676,700 dependent persons. These persons were in economic 
strife with an increasingly depreciating income. These re-
duced incomes added up throughout the entire country tended 
to reduce the total national wealth proportionately. These 
unemployed people, from every walk of life, were experiencing 
serious and frequently tragic curtailment of their standard 
of living. 
Persons under conditions such as these are very apt 
to swing about and completely reverse their outlook and 
attitudes from unconscious pacifism to active radicalism. 
* 7, P• 189 
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While the general populous is in this frame of mind a nucleus 
is formed for union workers to organize and develop. The 
growth of the unions at this time was fantastic. Looking 
back on the history of the United States it can be seen 
that the total enrollment in the American unions in 1900 
added up to only 868,500 people. This increased to 5,110,800 
members by 1920. Then there was a slight drop backward 
* until by 1927, when the membership was 3,903,800. The 
downward enrollment took a quick recovery after 1933 so that 
by 1940 there were approximately 12,000,000 wage earners 
** paying dues and fees to union treasurers. 
As these unions grew they began to recover their 
power as well as their financial strength. This put them 
back into a competitive position with the employers. The 
decade from 1930 to 1940 was a challenging one for an indus-
trial union movement. The rapid numerical growth and the 
expansion into the new geographical and industrial areas 
were accompanied by bitter dissension and wide splits within 
the ranks of organized labor. The functional character of 
unions changed to the extent that it became fused with the 
new militant attitude. It looked to the state to provide 
more economic security and material welfare for the employee 
or member. It also fought for new established rules and 
apparatus which would enable the workers to bargain collect-
ively through their own representitives. 
* 3, P• 551. 
** 7, P• 188. 
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Early in the coming of this type of activity trade 
unionism began to create its effects, not only upon the 
employers, but also upon the courts of the country. The 
Norris-LaGuardia Act of 1932 attempted to restrain the fed-
eral courts from extending their arms to protect the "yellow 
dog" contracts. It declared, in effect, that the laborers 
have a stake, or an interest, in their activities on a 
collective basis. This must be balanced against the rights 
and interests of the employers. It is particularly so when 
the use of the injunction is sought by third parties. This 
Act, approved by the Supreme Court, operated to enormously 
enlarge the area of labor's program. 
The next year the National Industrial Recovery Act 
came into the foreground. This Act asked for the inclusion, 
in every code of fair competition, of the provision that 
employees had the right to organize.· It also asked for the 
right of collective bargaining through representitives 
chosen by the employees, without restraint, interference, 
or coercion on the part of the employer. This was reiterated 
by the National Labor Relations Act that was passed in 1935. 
This Act put the teeth into the machinery necessary to 
* prevent employers from engaging in unfair labor practices. 
Not only did this enable the unions to sit up and 
start fighting for better safety devices on machinery, better 
lighting facilities in the factories, and shorter hours of pay, 
* 7, PP• 190-191. 
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but it also began to bring about additional benefits to the 
employees in the field of wages and of health plans. These 
plans, pressed for by the unions, were what is commonly 
written today as group accident and health policies. The 
start of health benefits at this time for the employees was 
primarily aimed at the minor medical expenses that might be 
incurred, particularly by the employed person. There were 
other coverages which followed this pattern closely and were 
interwoven with it in the field of protection against the 
loss of income arising from both sickness and accident. 
Employers through the use of strikes, lockouts, and so on, 
were forced to capitulate to the union demands and turned to 
the field of insurance to provide these requests. 
In summary therefore, the progress of accident and 
health insurance was greatly enhanced by the depression years 
of the thirties. This was due to the fact that the general 
populous began to realize how important it was to make a 
small contribution in the good times to counteract the heavy 
losses that so often appear in bad times. The people recog-
nized the need for insurance to take care of medical expenses 
which were apt to strike at any time. The general public, 
being in a state of complete turmoil, succombed to the desires 
of the union organizers and enrolled to the extent that the 
power of the union became firmly established within the 
structure of the American way of life. Through the union 
activity the insurance companies were able to see a possibility 
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of recouping the severe losses suffered during the depression. 
This possibility was the use of group insurance as a more 
common type of protection. Looking back at the situation today 
it can be seen even more clearly t~ although this depression 
wrought havoc for many people; considerable good arose from it. 
c. The Advent .2f Blue Cross 
Insurance, whether it be accident and health, work-
men's compensation, fir~theft, or life, is by its nature a 
mild form of socialism. It is the spreading of the risk of 
one person over many people. Accident and health insurance 
follows this principle whereby many people contribute small 
amounts of premium in the hope that they will not need the 
large amount of the coverage. The insurance companies issue 
the policies with the hope that many people will enroll and 
that a comparatively few number of persons will be required 
to draw upon them. This will allow the company to make an 
earning on these contributions. This earning is commonly 
referred to in the insurance industry as underwriting profit. 
There is now in accident and health insurance an 
organization which is founded on the principle that profit 
should not be made from the writing of insurance or the 
extending of protection. This organization is commonly 
referred to as Blue Cross. It is founded on the premise that 
charges incurred, fees incurred, or expenses incurred are 
not foundation stones. It is established by a participation, 
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enrollment, or membership in a non-profit association or 
corporation providing hospital, medical, or similar benefits 
or services. This type of organization operating with this 
principal does not in all respects fall into the same cate-
gory as does the private insurance company, especially with 
respect to the state statutes. As the years passed Blue 
Cross has come to be recognized generally as approaching 
the type of activity engaged in by the private insurance 
company. 
These hospital service plans which operated on the 
basis of a health prepayment system were originally started 
by the desire of the general public for protection against 
the risk of burdensome sickness costs and also on the part of 
hospitals, to meet this public need and to increase and to 
steady the hospital income. This is accomplished by making 
it easier for the public to pay the hospital bills. These 
hospital plans were not the first form of health prepayment 
to be developed in the country. Back in 1870 and 1880 there 
were several industrial, mining, and railroad companies who 
developed plans for providing medical care for their own 
employees. Later, in the states of Washington and Oregon, 
as early as 1906, a number of so-called "hospital assoc-
iations" had developed. These made contracts with employers 
to provide medical care for employees, first for industrial 
accidents and then later for ordinary illnesses. Just prior 
to the thirties a few groups of doctors had started plans for 
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* providing their services on a prepayment basis. 
Hospitals, like other businesses are normally oper-
ated for a profit, or are operated by communities on given 
budgets. The budgets allowed by most communities do not in 
themselves provide for the complete expenses incurred by the 
hospital. When the depression struck the availability of 
work dropped off and consequently the ability of a good many 
people to purchase proper food was restricted. The result 
was that when disease was contracted a lowered resist~nce was 
present. The result was that the diseases were more serious 
than similar cases during economic plenty. Many persons who 
entered the hospitals were charity or welfare cases and the 
hospitals could not expect to recover fully the expenses 
incurred for the treatment of the patient. The doctors at 
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the same time were in a similar situation where their bills 
could not be met, except on a fractional basis. The hospitals 
and doctors in an effort to salvage what they could began to 
think in terms of a cooperative agreement. It was the outgrowth 
of this cooperation which brought forth the organization 
known now as Blue Cross. 
This plan was in part patented after some of the 
earlier community hospital service plans, although the depression 
had a mushrooming effect for this type of insurance. Some of 
the earlier service plans were started by single hospitals 
which provided their own services on a prepayment basis. 
* 46, P• 9. 
Back in 1880 hospital insurance was sold to lumber jacks. 
At first these plans, which started in northern Minnesota, 
worked quite well. They soon failed however, because the 
lumber jacks spent a considerable portion of their earnings 
on celebrations when the spring thaws came. Then if they 
found themselves short of caah they took advantage of their 
hospital contracts and at least managed to have a bed to 
sleep on and food to eat. 
In 1921 a hospital in Grinnell, Iowa, developed 
a plan whereby eight dollars a year would provide three 
weeks hospital care which included board, room, and general 
nursing, but did not include special hospital services. 
This plan attracted a few hundred people to its fold and has 
continued in force to the present day, but is at present 
restricted to college students. It was this type of single 
hospital operation which was the father of Blue Cross. 
In 1929, the school teachers in Dallas, Texas, 
particularly the faculty of Baylor University, decided that 
they would be interested in some form of protection and took 
up the matter with Dr. Justin Ford Kimball, the vice president 
of the university. Mr. Kimball sympathized with the teachers 
and assisted with the construction of a hospital plan that 
enabled the teachers to secure twenty one days of hospitaliza-
tion for the payment of three dollars a semester. This proved 
to be quite satisfactory and an enrollment was obtained up to 
fifteen hundred people. It was later extended to several 
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thousand people as outside groups joined the organization. 
This plan in addition to the twenty one days in a five 
dollar semi-private room, extended a thirty three per cent 
discount for the balance of one year. The services which 
were rendered were fairly complete and not only provided 
the room and board, but were extended to include the use 
ot the operating room, medicines, and laboratory services. 
Certain conditions were not covered by this program; some 
of which were tuberculosis, mental disorders, and venereal 
disease. This plan was applicable only to the university 
hospital and did not apply to the other hospitals in that 
area. 
It is interesting to note that the administration 
of the plan and the cost of administration was sustained 
by the hospital. The only requirement was employment in 
the group. There were no age restrictions or percentage 
enrollment requirements. However, it was found that school 
teachers were poor risks and after several thousand dollars 
had been lost a rate revision was necessary and the rate was 
boosted to eight dollars a year. By 1933 the plan was 
progressing rather well and it was extended to include 
dependents as well as the employed person. A year later 
this plan covered in the vicinity of 23,000 people. 
As success became obvious in that area, other 
hospitals were encouraged to develop similar plans. However, 
since this hospital was the administrator of the plan it 
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restricted the patient to the use of that hospital only; 
thereby restricting the patient's choice of doctor. From 
this it is easy to see that if the hospitals in a given 
community could unite, these restrictions would then be 
dropped and the patients would have a wide range of choice 
when an illness and/or accident occurred. Such plans were 
forthcoming, the first of which appeared in Sacramento, 
California, in July, 1932, and in Newark, New Jersey, in 
* January, 1933, 
Chart I on the following page is included since 
it shows with great clarity the subsequent rapid growth 
of the movement between 1933 and 1951, The establishment 
of the hospital surgical plans were encouraged tremendously 
by the American Hospital Association. In 1933 it adopted 
several resolutions which contained sue~ essentials as 
emphasis on public welfare, limitation of hospital charges, 
enlistment of professional and public interest, choice of 
physician and hospital, non-profit organization, and others. 
This organization asked Dr. c. Rufus Rorem, who was on the 
staff of the Julius Rosenwald Fund, to act in the capacity 
of consultant for group hospitalization. At his recommenda-
tion the American Hospital Association formed a Committee 
on Hospital Service and this commission was financed by the 
hospitals. This commission had the following functions: 
1. "to provide information and advice to hospitals or 
* 46, PP• 9-10, 
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CHART I 
Number of and Enrollment in Approved Hospital 
Service Plans in the United States, 1933-195L 
NUMBER OF 
DATE NUMBER OF PLANS PARTICIPANTS 
January 1, 1933 1 2,000 
January 1, 1934 6 11,538 
January 1, 1935 10 54,494 
January 1, 1936 17 214,313 
January 1, 1937 26 608,365 
January l, 1938 38 1,364,975 
January 1, 1939 48 2,874,055 
January l, 1940 59 4,409,543 
January l, 1941 65 6,012,483 
January 1, 1942 66 8,399,433 
January l, 1943 74 10,215,241 
January 1, 1944 73 12,659,313 
January 1, 1945 75 15,747,558 
January 1, 1946 80 18,881,222 
January l, 1947 81 24,250,083 
January l, 1948 90 29,440,914 
January 1, 1949 90 32,921,212 
January 1, 1950 90 35,918,705 
January l, 1951 90 40,232,697 
Blue Cross and Medical Service Plans, 
washington n:-c., Federal Security 
Agency, 1947, p. 12. 
communities contemplating the establishment of 
voluntary hospital care insurance plans." 
2. "to serve as a clearing house of information for 
the executives of existing hospital service 
associations." 
3. "to study other related problems of hospital ad-
ministration and finance." 
The name of this commission was later changed to Hospital 
Service Plan Commission and in January, 1946, to Blue Cross 
* Commission. 
It would be impossible to leave this subject without 
mentioning the sponsorship of the plans. The initiative and 
drive in most cases came from the hospitals in the community. 
These plans were stimulated in the depression by the finan-
cial predicament in which the hospitals found themselves 
due to a decrease in the number of paying patients and an 
increase in the demands for free care. The hospital admin-
istrators and other civic leaders as well as local medical 
personnel helped in promoting these organizations. It is 
well to no~ the role played by the groups starting the plans, 
and the provision for starting capital. Out of a survey 
made on thirty nine plana, twenty two of them obtained their 
starting capital by contributions from the hospitals. Others 
obtained the initial capital from the local community chest 
or foundation. Still others were sponsored by civic minded 
* 46, P• 11. 
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persons financially capable of such investments. It is 
interesting to note at this point that the Community Fund 
which in many instances started the plan is paid for by 
the entire community. Thus the persons enrolled in the 
plan are supported by all the other members whose contri-
butions make up the Community Fund. 
The realization of the capital required to start 
such an organization is exceedingly small when compared to 
the capital required by an insurance company to promulgate 
similar activities. The report by the Federal Security 
Agency indicates that in one case a plan w~s started with 
no initial capital. Thirteen plans had between one thousand 
and five thousand dollars and none of the plans studied 
* (thirty five) had more than $30,000. 
Mention should be made of the environmental 
factors which affect the development and growth of Blue 
Cross. It is generally understood that the greatest head-
way is made in those areas which contain strong, well organized 
voluntary hospitals, relatively adequate facilities, and high 
urbanization, industrialization, and per capita income. By 
contrast the progress of Blue Cross has been the slowest in 
the areas where hospitals are weak, where hospital facilities 
are inadequate, in rural and agricultural areas, and where 
the per capita income is comparatively low. There seems to 
be but one exception to this general trend, which- is in the 
* 46, PP• 12-15. 
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West Coast area. There seems to be little explanation as 
to why this is so. The hospitals in these areas provide 
virtually no free care and also receive no aid from the 
community fund or the general public. In these areas 
hospitals are standing on their own financial feet. Of 
course, it is quite obvious that in areas where there are 
no hospitals or few doctors the hospital service is hard to 
sell. This follows in the same pattern as does the income 
* bearing situation. 
D. Writings ~ Private Companies 
The writings of private companies, that is, companies 
issuing insurance contracts for a profit, took several wide 
swings from their past history during the decade from 1930 to 
1940. During the early thirties it was common for companies 
to report combined loss and expense ratios from one hundred 
ten per cent to one hundred thirty per cent and higher in 
the health insurance field. In fact, some companies even 
topped one hundred fifty per cent. These results caused the 
underwriters in insurance companies to study the health 
insurance contract with a jaundiced eye, and deprecate the 
solicitation of the insurance. The overall result was that 
the volume of health insurance steadily declined to the point 
where the writing of this was practically refused and some 
companies denied ever hearing of health'insurance. Only under 
* 46, PP• 28-31. 
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duress could it be written by agents who had excellent acci-
dent accounts and who would force the securing of a health 
policy as an accommodation. It was difficult enough to make 
the accident insurance a paying proposition without the 
headaches of the health insurance as well. In fact, many 
company managements came to regard their accident and health 
departments as stepchildren. Companies that had specialized 
in accident and health insurance threw their production 
efforts into automobile coverages which were comparatively 
profitable at this time. It was actually not until nearly 
1940 before health insurance began to come back into play 
and then it was because of Blue Cross and the interest in 
Social Security benefits which arose out of the New Deal. 
The demand on the part of the various pressure groups for 
all forms of Social Security, although coming from a relatively 
small group of people, was loud and did much to sell the 
general public on health insurance. It was a rather slow 
and gradual process to convince the underwriters that it was 
* possible for health insurance to be a profitable line. 
In the field of accident insurance, several types 
of policies were designed. The first of these is the non-
cancellable type of policy. The first appearance of this 
form of insurance in the United States was about 1915, by 
** the Massachusetts Accident Insurance Company. These policies 
guaranteed renewal each year thereafter, provided the specific 
* 11, PP• 9-10. 
** 32, P• 237. 
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premiums had been paid when due, and no fraud existed, until 
the insured person attained a specific age. During the twen-
ties this type of insurance became broader and broader until 
the depression struck, when this insurance, as well as health 
insurance, ran into a brick wall. After the atmosphere 
cleared from the depression the non-cancellable policy was 
reborn, but on a very conservative basis with very restrictive 
terms, low maximum liability, careful selection, and adequate 
reserves. Several major companies picked up the non-
cancellable policy and followed the writing of this fairly 
* successfully. 
Some of the basic elements in the non-cancellable 
insurance written by some of the pioneers included the right 
of automatic renewal. This right was far more important than 
the omission of Standard Provision 16 which gave a positive 
promise by the company of renewal without restriction. A 
second basic element was the right of monthly indemnity for 
the duration of accident and sickness disability, even up to 
life. This element steps in to take up many of the slack 
points not covered by most of the liberal commercial form 
policies which pay lump sums for dismemberment and other 
permanent disabilities. Although these commercial forms are 
usually adequate in most of the cases, when disabilities run 
beyond fifty two or one hundred four weeks the commercial 
policies fail to offer the necessary protection against 
* 111 PP• 12-13. 
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serious losses. Another element was the right to total disa-
bility benefits only. The purpose of this was to restrict 
the hazard to that of the most serious type and thus keep the 
premium on the high-cost hazard to a minimum. Another element 
that should be mentioned was the companies' use of the long 
waiting period. The purpose of the wait was to weed out the 
persons in the low income brackets, keeping persons with high 
and steady incomes. These were people like the professional 
and business man whose income would continue for a period of 
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* time and who would probably go back to work as soon as possible. 
Charts II and III on the following page will show the total 
premiums written and the incurred loss ratio for this type of 
insurance. 
Another type of insurance is the industrial policy, 
which is available to workers in occupations which carry a 
high degree of exposure to occupational injury. This policy 
is usually characterized by smaller indemnities provided and 
the option of more frequent premium payments. Types issued 
in the era of the thirties were usually on an occupational 
basis as well, with weekly premium payments and usually with 
a small funeral benefit. This arose from the desire for 
cheaper protection, which in turn lead to organization of 
many fraternals, mutual aid associations, and trade-union-
** benefit plans. 
Commercial type policies became prominent at this 
* 6, PP• 439-443. 
** 4 1 P• 91. 
CHART II 
Incurred Loss Ratio, Life Indemnity Form, 
Non-cancellable Accident and Health Insurance 
YEAR PER CENT 
1925 ••••• 
1926 • • • • • 
1927 • • • • • 
1928 • • • • • 
1929 • • • • • 
109 
98 
85 
82 
81 
1930 
1931 
PER CENT 
• • • • • 89 
• • • •• 105 
1932 • • • • • 119 
1933 • • ••• 175 
1934 • • • • • 146 
55. 
Casualty Insurance, c. A. Kulp, 
Revised edition. New York, Appleton-
Century-Crofts, 1944. P• 443. 
CHART III 
Early Trend in Total Premiums, 
Non-cancellable Accident and Health Insurance 
AMOUNT (000) YEAR 
1925 • • • •• $10,088 
1930 • • • • • 18,176 
1931 ••••• 17,596 
1932 ••••• 17,095 
1933 •• 
1934 • • 
.... 14,287 
• • • 15,312 
YEAR 
1935 • • 
AMOUNT (000) 
•• $15,811 
1936 • • • • 14,234 
1937 • • • • 16,545 
1938 •••• 16,748 
1939 •••• 17,640 
1940 • • • • 18,648 
Ibid. p. 447 
time and in contrast to the industrial policy were issued to 
persons engaged in the less hazardous pursuits and were 
normally written on a non-occupational basis. The character-
istic of this policy revolves primarily around the payment of 
premium on a monthly, or less frequent interval. This policy 
is important with respect to the larger underwriters due to 
its premium-producing possibilities. Although containing 
considerable exclusions it is far less restrictive than most 
* other forms. 
These policies had considerable development during 
the period, but there was still no coordination of them; 
between companies, or within companies. Mr. Faulkner of the 
Woodmen Accident Company conducted a survey of over three 
hundred policies issued by fifty different companies and came 
to the conclusion that uniformity was certainly desirable. 
** No two of the policies studied were alike. 
In the twenties a typical accident commercial policy 
included an accidental death coverage of $1000.00, and a 
dismemberment coverage paying one thousand dollars for the 
loss of two limbs and two hundred fifty dollars for the loss 
of thumb and finger. It also contained a five dollar a week 
total disability up to a maximum of one or two years, and 
a partial disability of two dollars and a half for a maximum 
of ten weeks. Frequently limited benefits for hospitalization 
and minor surgery were included in the premium charge of 
* 6, P• 404. 
** 4, P• 50. 
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five dollars. By 1930, when the depression broke, the 
accidental death coverage was up to fifteen hundred dollars 
as was the double dismemberment, and the five dollar total 
disability had been extended to lifetime duration with 
disability defined merely as the inability of the insured to 
perform the duties of his occupation. The weekly partial 
disability had been extended from ten to twenty six weeks 
and provisions were included for double all the above 
benefits if the accident occurred on a public conveyance, 
or from other specified causes. Some companies even tripled 
or quadrupled these amounts charging some extra premium or 
no extra premium (more often not) and the standard premium 
charge was still five dollars. By 1935 the death payment was 
reduced to one thousand dollars,as was the dismemberment. 
The weekly indemnity was redefined as the inability to perform 
his occupation for the first fifty two weeks and the inability 
to perform any occupation thereafter. The double indemnity 
was retained and the premium charg$for the non-hazardous 
occupations were still five dollars. It might be well to 
point out, however, that the occupations were reclassified 
and some Which were originally considered non-hazardous were 
put into a hazardous category. An example of this was the 
traveling salesman, or a real estate agent who were charged 
* six dollars instead of the previous five dollars. 
In addition to these standard type policies special 
* 31, PP• 291-292. 
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risk policies appeared on the market. One of these was the 
automobile accident policy which included most of the risks 
pertaining to the automobile hazard. This provided protection 
against injuries sustained by accidental means while riding 
as a passenger in a private or public vehicle, indemnities 
for loss of life or dismemberment amounting from one to ten 
thousand dollars, and a weekly indemnity of five dollars a 
week for fifty two or one hundred four weeks. In addition 
hospital benefits were included as well as an identification 
provision which pays a small fee for the cost of identifying 
the nearest of kin. These policies cost from three to 
* twelve dollars annually. 
Another type of special risk policy was the railway-
travel one Which was one of the oldest forms in existance, but 
which was still sold in considerable volume in this decade. 
The Aetna Life Insurance Company and the Travelers Insurance 
Company are the two largest writers of this coverage which 
extends renumeration for accidental death or dismemberment 
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while traveling as a fare paying passenger. The chief difference 
between this policy and the general accident policy is the 
length of time it is in force and the manner of sale through 
ticket offices, garages, hotels, and filling stations. These 
policies were usually issued for periods of one to one 
hundred twenty days. The one day policy which cost twenty five 
cents extended five thousand dollars death and dismemberment, 
* 6, p. 401-402. 
twenty five dollars weekly indemnity for a maximum duration 
of fifty two weeks and a partial disability of twelve dollars 
* and fifty cents for twenty six weeks. 
The aviation-ticket policy is very similar to the 
railway-travel policy. This was also sold in stations and 
airports and extends coverage while riding as a fare-paying 
passenger, in a licensed aircraft, on a regularly scheduled 
flight. The coverage for these policies was usually five 
thousand dollars death benefit for a premium of twenty five 
** cents for each flight. 
Newspaper policies came into the limelight in the 
latter part of this decade and were patented after the 
development in England, particularly the London newspapers. 
In the United States this coverage started with some of the 
newspapers in Texas and it enjoyed considerable success in 
the New England area. The accident policy which cost an 
annual premium of only one dollar was obtained when the in-
sured completed a small application that was printed in the 
newspaper. The application asked only the applicant's nama, 
address, age, sax, color, and beneficiary. It provided 
certain coverages such as tan thousand dollars death if due 
to the wracking of a railroad passenger car, or a subway or 
an elevated car; two thousand dollars if due to the wrecking 
of a steamship, taxicab, or bus; and one thousand dollars if 
an automobile, or truck, or when the outer wall of a building 
* 4, PP• 92-93. 
** 4, PP• 93-94. 
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collapses. Some other benefits were five hundred dollars if 
due to a horse drawn vehicle, or a bicycle, and two hundred 
and fifty dollars for accidents at home or otherwise excluded 
* in the list above. 
Group insurance should be mentioned at this time in 
contrast to insurance written for individual persons or fam-
ilies. The original writing of insurance was primarily for 
an individual person and it was only with the rise of the 
unions, and more lately such organizations as Blue Cross and 
Blue Shield, that this type of insurance has been offered. 
Within recent years business has recognized the need of insur-
ance for the rank and file of the employees to the extent 
that many concerns are offering this coverage, as well as 
life insurance and other benefits, all under a group plan of 
insurance. They are not only offering to handle the admin-
istration of this type of activity, but are paying either all 
or a part of the premium which provides protection not only 
for the employees, but for their families as well. Of course, 
it is easy to see that this insurance is offered as an induce-
ment for continued service. Although the motives behind a 
large part of the employer's activity effecting this insurance 
are humanitarian, the employers have also been activated by 
so. 
the knowledge that long and continued service from the employees 
is highly desirable as a means of maintaining the quality and 
** quantity of output and of reducing production costs. 
* 6, PP• 402-403. 
** 5, PP• 101-102. 
In the field of group insurance it can be said that 
group accident and hea1th insurance has the longest history. 
The first contract supposedly was written by the Travelers 
Insurance Company back in 1890, although it was actually 
seldom heard of until after the first World War. It retained 
a rather slow progress until the depression when it was found 
that group insurance held up phenominally well. With the 
seriousness of that economic condition and the results ob-
tained by the group insurance, plus the rise of the service 
organizations sponsored by the ~oluntary hospitals, more 
company managements began to open their eyes and favor the 
promoting, or study the possibility of the promotion of this 
field of insurance. 
Some of the advantages of the group method for the 
I insurance companies which prompted this activity were the 
lowered costs for each policy. The administrative costs were 
lowered since there was a concentration of promotion and 
sales effort, as well as premium collection. The payment of 
benefits was frequently transferred to the employer which 
also helped. There were other ex~enses, such as policy 
issuance, which were proportionately less since there was 
generally a master contract issued to the employer and a 
brief certificate was given to the employees. 
Another big advantage was the favorable selection 
of risks. Many persons were enrolled who did not anticipate 
drawing the benefits immedi~~ely as is the ease in so many 
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instances of individual insurance. There is also less 
cancellation for non-payment of premium since a payroll 
deduction method of payment is frequently used. It is also 
easier to maintain a closer relationship of benefits to wages 
because the plans are usually based on a percentage of earn-
ings, rather than on stated amounts. 
A third major advantage is in the marketability. 
That is, persons ~o might otherwise entirely escape as a 
prospect may be contacted indirectly for this through the 
employer, who has a relationship with the employee which an 
outsider would not have. As might be expected this concen-
trates the personnel with the larger and more prosperous 
employers. In an investigation by the National Industrial 
Conference Board, a sampling of approximately five hundred 
thousand employees showed that over seventy five per cent 
were with employers of ten thousand persons or more. The 
advantages of the group method for the individual workers, 
who.are otherwise uninsurable, as well as for those who could 
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* not afford to pay for the individual policy, can also be seen. 
The various plans progressed during the thirties and 
by 1940 it was estimated that three million eight hundred and 
forty thousand workers were covered for fifty one and a half 
million dollars of weekly benefits by the largest underwriters 
** alone. These plans follow basically the patterns that are 
constructed for the individual policies except that the general 
* 6, pp. 387-391. 
** 6, P• 389. 
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trends for group are lower limits of coverage, shorter duration, 
and non-occupational coverage usually. Another difference 
from the standard accident and health contract is that it can 
not be cancelled during its term by the carrier unless the 
number of employees falls below the minimum requirement. The 
premiums are adjusted only on the anniversary. Unlike the 
individual policy the group policy is not subject to the 
Standard Provisions Law since the employer is assumed to take 
the place of the state in overseeing the operation of the 
contract. 
Some of the limitations of the group policy, which 
are usually quite simply stated, require that the insured be 
treated by a regularly licensed physician. It provides that 
only disabilities having their inception while the insured 
is in the United States or Canada will be covered. No cover-
age is afforded, as a rule, with respect to disability arising 
from: war or acts of war; riot; insurrection; aeronautics; 
or injuries or sickness sustained out of, or in the course of, 
the insured's employment. Although the forms in group insur-
ance have revolved around the basic accident and health 
coverages almost entirely, (hospital expense and surgical 
coverages, accidental death and dismemberment coverages, and 
disability insurance providing protection against loss of 
income) there is a greater tendency toward more of the fringe 
coverages now, than there has been in the past. 
One of these more common coverages is sometimes 
referred to as a physician's expense coverage which in part 
pays for the cost of the doctor attending the patient while 
in the hospital. The efforts toward uniformity in gl'oup 
adcident and health insurance have been acted upon by many 
organizations such as the Health and Accident Underwriters 
Conference, the Bureau of Personal Accident and Health U~der­
writers, and the Group Life Association. In addition to these 
groups the National Association of Insurance Commissioner~ in 
* more recent years (l950-l95l),has stepped into the picture. 
In this period we not only had the advent of Blue 
Cross plans, group insurance, and other special risk plans, 
but the medical reimbursement clause was introduced. Actually 
first written back about 1850, it was started by a company 
which conceived many accident and health insurance plans --
the Travelers Insurance Company. They were followed by the 
** Maryland Casualty Company and a few others. It was called 
the full-medical rider and was in recognition of the inadequacy 
of specialized hospital, surgical, and other benefits. This 
rider provided that the company would reimburse the insured 
for the amounts actually expended by him for such services, 
not to exceed some specified limit. The limit was originally 
set at twenty times the weekly indemnity or ten per cent of 
the amount of the principal sum. 
These riders, providing direct reimbursement for 
such expenses, instead of being a trivial part of the policies, 
* 4, pp. 101-103. 
** 6, p. 415. 
64. 
have become one of the major benefits of them. The problems 
of these newer insurance policies are those of indemnity 
* rather than those of insurance. This was realized by many 
of the leading companies in the industry and caused consid-
erable concern. In fact, at the Accident and Health Under-
writers Conference meeting in Chicago, in 1933, an unusually 
large attendance was reported. Part of this increased attend-
ance was prompted by the use of the medical reimbursement 
clause. Considerable discussion was conducted on the advant-
"'.}* 
ages and dangers of this insurance. 
Some of the other activity in the accident and health 
field arose from the efforts of the national organizations 
such as the Health and Accident Underwriters Conference and 
the Bureau of Personal Accident and Health Underwriters. Ohe 
item that was particularly important was a new four-classifi-
cation manual which had been proposed by a manual committee 
of the Health and Accident Underwriters Conference, who had 
spent considerable time and effort in studying it ..... J'he 1935 
-..--.,·w 
Conference meeting in Chicago accepted the manual. It reduced 
from ten to four the basic classifications and from sixty two 
hundred to thirteen hundred and eighty the listings of names 
of individual occupational positions or functions. It also 
contained a new list of risks or applicants that were classed 
as undesirable, as prohibited, or as insurable only on a 
policy bearing a restrictive indorsement. By 1937, over eighty 
* 31, PP• 294-295. 
** 14, P• 12. 
*** 14, P• 13. 
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per cent of the member companies of the Health and Accident 
Underwriters Conference (principally western stock and mutual 
companies) had adopted the conference manual. At the same 
general time the Bureau of Personal Accident and Health Under-
writers overhauled its manual. Although it contains more 
listings (thirty five hundred) it quite closely follows the 
* Conference Manual. 
Another major effort was conducted in the thirties 
to obtain fewer and more uniform policies. The Bureau of 
Personal Accident and Health Underwriters had the lead in the 
standardization and simplification of the manual. This 
program included such things as the accident insuring clause, 
health insuring clause, accident total disability clause, and 
others. The purpose of this was to make impossible competition 
at those vital points at which competition had proved to be so 
** fruitless before. In addition to this effort there were 
many other lines of thought, of perhaps lesser importance, 
such as the continued striving for the uniform Standard Provis-
ions and improved rate-making methods. 
E. ]!! Regulations 
66. 
During this era the action on the legislative front 
was less active than the action in the group accident and health 
insurance and Blue Gross. There were not many radical proposals 
enacted. One of the acts which should be mentioned, however, 
* 6, PP• 377-379. 
** 6, PP• 379-380. 
involved three New York state-proposed Blue Cross plans. In 
\ 
other states where there had been an interest in this type of 
insurance the plans had been established and it had been 
assumed that they did not constitute insurance, but represented 
simply the sale of hospital service on a prepayment basis. 
When the attorney-generals, or departments' of insurance, in 
these states had been aaked for a ruling, they had ruled that 
group hospitalization constituted the sale of a service 
rather than an insurance. Consequently this allowed these 
plans to incorporate under the general incorporation laws and 
they were exempt from the regulations covering the stock and 
mutual companies. The importance of this decision can easily 
be seen since it meant that the plans were not bound to make 
their subscribers liable for assessment, and could start with-
out sizable capital as is required of stock companies. 
In New York, however, the State Superintendent of Insur-
ance had ruled that this plan would be engaging in insurance. 
It was evident that enabling legislation would be required if 
these plans were to be exempt from the ordinary insurance 
regulation. This legislation was proposed by civic, hospital, 
and medical leaders and was enacted on May 16, 1934. This 
Act stated that any corporation organized for the purpose of 
operating a non-profit hospital service plan should be 
governed by this act and exempt from all insurance law. It 
also stated that at least a majority of the directors of 
these copporations must be administrators or trustees of 
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hospitals which have contracted to render services, and that 
the rates charged the subscribers should be subject to the 
review of the insurance department and the rates of payment 
to the hospitals should be subject to the approval of the 
welfare department. It also states that every such corpor-
ation is declared to be a charitable and benevolent institution 
exempt from state and local taxes other than real estate. 
From this New York plan most of the remaining states fell in 
line with somewhat similar legislation when it became a 
prerequisite for the starting of a plan. 
In the field of general insurance legislation a 
few subjects should be mentioned briefly. The history of 
the regulation of insurance has been comparatively thin 
through the ages. The first law governing insurance was 
passed at the end of the fourteenth century and was intended 
to prevent gambling in marine insurance. This was later 
followed by a law to tax insurance. This had a two-fold pur-
pose. It was to regulate and to raise money, and this basic 
idea has been followed ever sihce. The first comprehensive 
insurance law was enacted in Barcelona in 1435 and the first 
insurance commissioner was created in Florence in 1523. The 
powers were given here to fix rates and to permit variations 
in policy form. More recently the British nation broke with 
the continent and placed their insur~nce companies under 
specific and comprehensive public control. 
In the United States the American faith in the 
* 46, PP• 11-12. 
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power of the law followed, for once, the continental and not 
the British precedent, dating from the early nineteenth 
century. Some of the early laws were aimed at protection of 
an infant industry against foreign companies, particularly 
British, as well as to raise revenue, and in part to protect 
the policyholder by the publication of company reports. This 
control of insurance was vested in officials of the states, 
and governmental interference has been practically non-
existant until the last decade. It has only been comparatively 
recently that our government regulation of insurance has been 
rounded out to include control of the insurer's solvency, 
and fair treatment of the policyholder. 
The federal government had not entered the field 
of insurance legislation prior to the early forties due to 
the famous case of Paul versus Virginia. The conclusions 
from this case in 1868 were that the issuing of a policy of 
insurance "is not a transaction of commerce and that the 
regulation of insurance is entirely a matter for the state." 
It was only in a mild intangible form that the government 
exerted any control and this was throuffi the power to pro-
hibit monopoly. A later decision (1944) in the United 
States versus the Southeastern Underwriters Association has 
reversed this lately, but until then it was only in a mild 
intangible form that the government exerted any control. 
They did this through their power to prohibit monopoly. 
(More detailed information on this may be seen in the 
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report or the recent Temporary National Economic Committee 
investigation.) 
Arising rrom chaos of the depression era the 
general public was more susceptible to the acceptance of 
federal aid and assistance. The New Deal administration 
with its Social Security and public aid programs was the 
visible result of this economic unrest and uncertainty. A 
pressure for a more active state or federal control was 
becoming an important tenet to many segments of the econo~. 
Some of the purposes of this regulation would be for better 
supervision of the activites of the insuring company and 
more protection of the individual person who was at the 
mercy of the companies' lawyers in the purchase of a policy 
contract. The media through which the states maintained 
the control was through the appointment of a state official, 
frequently referred to as an insurance commissioner, whose 
job it was to see that the laws passed, and the court 
decisions handed down, were not overlooked. It was to him 
that people turned for the collection of dreary information, 
collection of taxes, "watchdogging" of the reserve funds 
and assets of the insurers, and assurance that policy contracts 
were legally and ;thically correct. More recently he has 
become a director of financial plans, and of policy forms, 
as well as an arbitrator of the rates. The powers of 
these officials are continually growing and by 1940 they had 
reached fairly substantial proportions. Since there has been 
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such a large amount of activity in this field, basically 
commencing in 1940, further discussion of this matter will 
* be conducted later in this study. 
71. 
IV. The Era of World War II 
A. Existing Conditions 
In 1930 and immediately thereafter the United States 
as well as the other nations of the world were rocked by 
economic unrest. Every field of economic structure in all 
countries was attacked, torn down, modified, and rebuilt. All 
efforts were concentrated on bringing conditions back to their 
previous status. Gradually, as time went on, activity again 
began to fall into more normal channels. Just after the 
middle thirties a mild recession occurred, but the effects 
were speedily alleviated. A steady rapid progress after this 
was accentuated by the aspect of war. With the advent of 
war business conditions naturally turned toward higher pro-
ductivity. This brought the necessary funds into circulation 
which was the needed stimulant to revive business activity. 
When money is plentiful unions are more favored 
since the employer needs all his employees operating at full 
capacity for optimum production. The employers must of 
necessity more readily succumb to the collective bargaining 
of the unions since time is of the essence at this stage of 
the business cycle. Competition demands that a high volume 
of goods be produced rapidly and these are sold faster than 
stockpiling will allow. Since the employer can obtain high 
prices for his products it behooves him to give in to the 
union demands for higher wages, shorter hours, better working 
72. 
conditions, retirement, and accident and sickness benefits. 
The governments, both state and federal, in 
endeavoring to expedite maximum productivity were ready and 
willing to enact legislation. Consequently, this decade saw 
considerable change which directly and indirectly had its 
influence on the accident and health field. The legislative 
activity will be discussed in this chapter, bringing out such 
cases as the famous Southeastern Underwriters Association 
decision in 1944. 
With respect to the accident and health field, the 
underwriters had broadened their attitude considerably 
beyond their recent rigidness. Many, who had failed during 
the depression, were again experimenting with the writings 
of insurance that had been completely barred. This was 
particularly so in the field of health insurance. Not only 
were they writing some of the old forms, but they were 
beginning to experiment with the possibility of writing more 
and broader coverages. The relatively high personal incomes 
of the war period and the full employment which prevailed 
produced an ecohomic climate which made the sale of health 
insurance profitable. Some of the companies that ventured 
into the field were, to their delight, finding that the 
loss ratios were satisfactory, not only in new business, but 
on that which remained from previous times as well. This 
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was especially true of the specialty and life insurance 
companies in the accident and health field, Casualty companies, 
for the most part, retained their distrust or the health 
business a little longer. Some of them still retain it, 
although this attitude is fast disappearing. 
During this decade the policies were broadened and 
expanded. Lifetime house-confining benefits reappeared on 
the scene as did the full amount of weekly indemnity. 
Maximum periods for non-house-confining benefits had been 
extended by some of the companies to at least two years. 
The introduction of a benefit or an unlisted operation and 
surgical schedules and benefits for miscellaneous charges 
also appeared • 
• As can be seen, this situation closely parallels 
the period between 1908 and 1914 in the liberalization or 
policy contracts. The unsatisfactory experience produced in 
that time does not necessarily mean that it will be unsat-
isfactory today, particularly since the underwriters, through 
the cooperative efforts or such organizations as the Health 
and Accident Underwriters Conference and the Bureau of 
Personal Accident and Health Underwriters, have obtained a 
broader knowledge of these coverages. 
Aggressive sales methods have helped in eliminating 
the selection against the company which was present in the 
older practice and discouraged the sale of this line. The 
development of new drugs such as penicillin and antibiotics, 
and other medical gains will undoubtedly have a very profound 
effect. Respiratory diseases which formerly accounted for 
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a large portion of health insurance claims now seem comparatively 
rare. Pneumonia, which previously caused a disability for a 
duration of six or more months is now cured within a month. 
Venereal disease, as any military person well knows, may 
now be cured in a short time if acted upon without delay, 
* whereas it used to take a long time. 
Accident insurance, like health insurance, enjoyed 
favorable activity during this period. A clear example of 
this may be seen by a s·tudy of one hundred and thirty five 
stock, casualty, and surety companies who wrote $65,971,659.00 
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in net premiums for accident insurance in 1949. The commercial 
disability insurance in this country is predominantly for 
accident only. Due to the fact that an accident is relatively 
definite in time and place of occurance, it is not as difficult 
to insure its consequences as that of sickness. Since it is 
also more dramatic, its salability is much better than health 
insurance. 
In the earlier annals of American history the indus-
trial accidents in our mills and factories presented some of 
the greatest problems, but these problems have diminished 
today. Some of the reasons for this lessening have been due 
to the great strides that have been made in the past two 
decades in the sphere of industrial accident prevention. In 
fact, it has progressed to such a point that today it is found, 
using the accidental death rate as a criterion, that the shop 
is safer than the street. An exposure of approximately thirty 
.. ~ 11, pp. 10-11. 
*·:< 16, P• 3. 
million workers in 1940 produced seventeen thousand accidental 
industrial deaths or a rate of .46 deaths per thousand. An 
exposure of one hundred thirty two million persons in the 
United States produced over eighty nine thousand accidental 
deaths at home and on the highways, or a rate of .68 per 
thousand. The chief cause or contributing factor is the pride 
of America, the automobile. In 1913 the automobile accounted 
for twenty one per cent of the total non-occupational accidents 
by number, and sixteen per cent by amount. In 1925 it was 
twenty eight per cent by number and thirty three per cent by 
amount, whereas by 1940 it was twenty one per cent by number 
* and thirty nine per cent by amount. 
An example of some of the hazards outside of the 
industrial sphere can be seen in a recent article by Mr. 
Thomas Fansler, of the National Safety Council. In this 
article in ~ of January 28, 1952, he points out quite 
clearly the numerous hazards that the housewife faces each 
day in the home. Four million accidents occur each year in 
the United States which disable some onsfor at least a day. 
In a forum, "Occupation Housewife", in Pittsburg, Pennsylvania, 
Mr. Fansler says, "The average housewife has little more 
training than that afforded by an elective home economics 
course in high school. With this, she is expected to deal 
daily with steam and hot liquids, fire, sharp hand tools, 
glass and other fragile objects, detergents, harsh cleaners 
* 6, P• 366. 
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and abrasives, active poisons (drain solvents, amonia, lye, 
etc.) and complicated mechanical and electrical appliances. 
"In a factory, a worker dealing with such materials 
would be given not only a complete set of protective clothing, 
including goggles, but also a complete course of training and 
instruction under supervision as to how best to do the job. 
Somehow, the young woman who gets married and sets up 
housekeeping is supposed to know how to do the work without 
hurting herself and other members of the family." 
Most of the industrial accidents were attributed to 
the lack of knowledge or skill about the job. As the 
Industrial Revolution came into existance the possibility for 
accidents grew rapidly and it has only been recently that 
this attitude has changed. Many of our industrial giants 
feel that science has progressed so that mechanical devices 
which create an initial cost are rapidly paid for by the lack 
of absentiism due to accidents. The industrial nations, such 
as the United States, have spent considerable time and effort, 
in devising safeguards of all forms, particualrly during the 
1940's when the second World War created a need for high 
productivity of both men and machines. A more recent change 
is to look at accidents, not in the light of the lack of 
skill or the poor machinery, as much as to see if there is 
not a poor worker attitude. 
Many driveu for safety education are being conducted 
through published articles, visual aids, and lectures. 
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Mr. G. Roy Fugal points out that both worker attitude and 
lack of skill are influenced quite substantially by safety 
education. The effort toward reorientation concerning the 
individual~ thinking about his job, as well as inducing 
better work habits, is quite effective. Group administered 
safety education, utilized by industry, has not been found 
too effective. It does not accomplish what management had 
hoped it would. The efforts should be directed toward 
individualized, personalized instruction. 
The problem of training the employee to work safely 
should not be the problem of teaching him how to put on his 
gloves. It should be more the effort of creating the habit 
of wearing the gloves continually. Management must realize 
that skill and understanding c~n be trained into an employee 
only with diligence and patience. Our educators are striving 
for individualized instruction in the school room. The 
reason for this is due to the superior results that have been 
obtained in that way over other methods. Some of the larger 
plants have been inclined to consider this an impossible 
task, although a few realizing its importance have endeavored 
to start the procedure. Quite frequently the smaller indus-
tries have been able to give more personal attention and have 
accomplished excellent results thereby. 
The effects of this are extremely inportant to the 
insurance industry. So iJ;ilportant, in fact, that a terrific 
* 27, P• 16. 
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number of insurance companies have established accident pre-
vention departments, or what is frequently referred to as loss 
prevention, whose duties are to offer suggestions and advice 
relative to systems and procedures with an eye toward a 
reduction in the number of disability and accident claim 
payments. Some companies, like the Liberty Mutual Insurance 
Companies, have not only established an accident prevention 
department, but have also created rehabilitation centers. 
These rehabilitation centers are bent in their efforts to 
rehabilitate the maimed and disabled workers, both mentally 
and physically. 
Recently a story was published entitled, "New Legs 
for Mr. Valas". It was the experience of a man who had 
suffered the loss of both legs in an accident and described 
the bitterness and memories of the days when he was mobile. 
This man attended the Rehabilitation Center in Boston where 
he was onaof the one thousand fifty men out of twelve hundred 
and sixty people seriously injured, who was definitely 
improved by the treatment. He was taught to use artificial 
limbs and to occupy his time. Within a matter of months he 
was able to return to work. It is interesting to note that 
of the group improved by this effort, nearly seven hundred 
were improved to the extent that they could return to their 
old employment. This makes not only for reduced loss ratios, 
but for better human relations through restoration of 
* shattered human beings to practical existance. 
* 30, p. 2. 
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In addition to the roregoing, there have been several 
major trends that have been active in the United States during 
the twentieth century, which have directly affected the present 
day thinking and living of the American people. One of these 
trends has been the growth of our railroad systems. The 
fight put up by our forefathers to supplement the Wells Fargo 
mail route with the Iron Horse, which has replaced the horse 
and buggy era, has crystalized into an huge industry. It 
started in 1860 with almost nothing and rose to a point of 
over two hundred fifty thousand miles of railroad tracks by 
* 1914. Between 1914 and 1930 the freight traffic on the 
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railroads had increased only rifty per cent due to the increased 
competition of the trucking industry, as a result of techno-
logical progress in highway transportation. The working condi-
tions for labor and the rising standards of pay during the 
thirties brought additional forces into play, One of the 
effects of these forces was to reduce some of the coast line 
water carriers. Another effect which was given impetus by 
the depression was the decentralization of industry, changes 
** in marketing methods, and advances in highway transportation. 
The automobile Which is particularly adapted to the 
short haul, and calls for a relatively small investment, played 
such an important role in competition with the railroad 
industry that the total number or railroad miles by 1940 had 
dropped back to a little more than two hundred thirty thousand. 
* 10, P• 531. 
** 10, P• 544-545. 
Highways are much cheaper than canals or railroads, and can 
be built to reach every community of any economic significance. 
In 1940 there were nearly three million miles of highways, 
outside of towns and cities, which is roughly equivalent to 
twelve mile of highway for each mile of railway. The effects 
of the automobile on the migration of labor in search of 
new jobs should not be overlooked. The differentials in 
economic opportunity between regions and between country and 
city are still present, but they have been more nearly 
* equalized through this media. 
Another advancement Which had not previously been 
over publicized was the development of the system of pipelines. 
The first one was built in 1878 from Pennsylvania to the 
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Atlantic coast and was in defiance of high rail rates. The 
savings in transportation cost to the oil companies led to 
larger systems spreading out through Ohio and as far as Chicago. 
No more than mention need be made of the present pipeline 
being made to serve the New England area. 
The next, and most recent,development having a 
major influence on the American way of life is air transpor-
tation. This development started by Mr. Wright in 1903 
progressed s~ightly until the first World War. During the 
War much study had been put into the possibilities of develop-
ment, although nothing more than mail was carried then since 
the theory of aeronautics had not been well mastered at that 
-It l.O,pp. 597-600. 
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time. Scheduled airlines grew rapidly from their start in 
1926 and within three years there were some thirty thousand 
domestic route miles in operation. In 1940 over a billion 
passenger miles were flown. Private corporations had developed 
plane operations and landing fields and airways had been built 
in all areas of the country, subsidized by the government. 
With the year 1938 came complete government regulation which 
was only twelve years after the birth of the system and had 
ite effect in regulation of business, rates, and finances, of 
industrial aviation. It might be interesting to note in 
passing the advance of the airplane from its original engine 
of twelve horsepower in 1903 to the present six motored 
planes carrying engines with a capacity of eight thousand 
* horse power. 
The effects of the second World War were greater 
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than would have been thought possible earlier. Power machinery, 
steam engine, atomic power, mass production in the factory, 
and standardization of parts were all rolled into the result. 
A few years ago when a machine broke down in a factory it 
required considerable time before a replacement part could be 
obtained to put the machine back into operation. Today a 
telephone call to California would have the part to New York 
in the space of twenty hours. The mills of the pre-railroad 
age which were driven by waterwheels were of necessity close 
to the harnessed streams. Later, as the railroads came in, 
* 10, PP• 551-552. 
they could be expanded to areas away £rom the streams. Today 
with the air and highway transportation, plus the use o£ 
electrical power which is easily transported, mills can be 
set up in most any locality where there is a su££icient labor 
* market. This activity can very easily be seen right here 
in our own New England area. Management's decisions about 
several of our New England concerns, who within the past £ew 
years have sold out their property here and have constructed 
complete new factories in the south, where they have attempted 
to utilize a more suitable labor market, are examples well 
known to all of us. 
As the decentralization of industry occurred the 
war hysteria also brought into effect certain types of activity 
that would never have been present otherwise. The major role 
here was the mass drafting of manpower by the government for 
~. 
the construction o£ the army and navy. This aided in the 
dissemination of ideas from one territory to another since 
persons from all regions and walks of life were thrown together. 
From this mass intergration arose merged ideas that were 
carried back home at the end of the war. This helped to 
create unrest and dissatisfaction with the original environ-
ment and to awaken a desire to bring back the benefits which 
had been seen in other areas. 
B. Socialization 
With all this change and upheaval there was a strong 
* 10, PP• 588-597. 
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tendency toward socialization which had, previous to the 
New Deal in the thirties, been fought down as being un-American. 
The New Deal Administration, which was brought in with 
President Franklin D. Roosevelt, put up a terrific struggle 
to solve the problem of the broken economic system rapidly. 
Some of the efforts resulted in such things as the well known 
alphabet organizations (WPA, CCC, NRA). Most of these organ-
izations were operated on the premise that huge government 
spending to get money into circulation would stimulate, not 
only the individual projects, but the rest of the economy as 
well. A large number of people became dependent upon these 
subsidies and were rather slow to go back to the early activity 
of putting forth an earnest effort to produce goods and 
services and thus support themselves. The rise of this line 
of thinking along with the development of the Blue Cross 
organizations (and later Blue Shield - surgical coverages) 
led to an easy passage of the Social Security Act of 1935. 
In the words of Arthur J. Altmeyer, 11 We now have 
more than a decade of experience with the operation of our 
national old-age and survivors' insurance system. We have 
recommended an expansion and strengthening of the existing 
system, to cover more people and more risks and to provide 
more adequate benefits. The concept underlying our recommend-
ations is essentially unchanged from that which was reflected 
in the 1935 Act. It is that the compulsory public program 
should provide the basic security which a modern democracy 
must and can assure to all its citizens. 
"In a country as wealthy as ours, there are abundant 
opportunities for additional and supplementary protection 
beyond that provided in a basic social insurance system. The 
public program must, of necessity, be concerned with common 
needs and major hazards. Individual savings, individually 
purchased insurance, group insurance and mutual benefit plans 
of many types have an important role to play in assuring 
individual families or particular groups of workers more 
* adequate security." 
The fundamental principle underlying the Social 
Security Program, from the humanitarian aspect is one worthy 
of mention. The ideal of economic security for all members 
of the nation through a program of forced savings by payroll 
deduction and taxation is the essential aspect. Whether or 
not this aspect will be crystalized will depend on innumerable 
factors. Some of these factors might be the ability for the 
public to withstand the terrific cost of administering and 
maintaining such a program in the face of soaring wages and 
costs of living, necessary taxes for the war effort, and med-
ical and scientific advances which have materially increased 
the life span. A recent beport from the Chamber of Commerce 
indicated that as much as one third of all the government tax 
** dollars were being spent on welfare plans. The following 
figures will clearly show the magnitude of this problem. What 
* 20, PP• 22-23. 
** 26, PP• 1-2. 
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these £igures mean is that there is an average cost o£ £ive 
hundred and seventy five dollars for every tax paying American 
£amily. 
Social "Insurance". • • • 
Public Assistance • • • • 
Health and Medical Services. 
$4,700,000,000. 
2,500,000,000. 
2,200,000,000. 
Veterans Programs • 
Education. • • • 
• 
• 
Other Welfare Services 
• 
• 
• 
The Cost o£ Public Welfare Programs 
• 6,200,000,000 • 
• 6,500,000,000 • 
• 700,000,000 • 
* 
• $22,800,000,000. 
Not only is there a terrific problem of financing, 
but there are other problems as well which will determine the 
success or failure of this program for the American public. 
One of the major ones is administration, especially since the 
development of the innumerable minor programs, all of which 
are related to the family tree. The chart (Chart IV) on the 
following page graphically explains this. 
Socialized medicine, a £acet of this program, is a 
subject about which volumes have been written, and it is of 
course, impossible to give more than a brief look at any of it 
in this study. The question of prepaid medical service is 
most clearly visible to the American people by the example of 
Blue Cross and Blue Shield. These programs, theoretically 
organizations formulated on a non-profit basis, operate on 
the principle that the entire populous should enroll and 
* 26, PP• 1, 7. 
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WELFARE 
(Contlr>ucd fro•• I' age I) 
ing survivors' ben efit& ond five 
million were on relief 1"'011&. 
In Louisiana, 119,000 perso,_,.,oro 
tfum two-thirds of those past the age 
of 65-have made the pauper's plea 
and gone on public relief rolls. 
Like the Florid., b.,nyan tree which 
dC\..,Iops roots in its bmnches and, if 
left uncentrolled, quickly spreads oU 
over the landscape, tho public welfnre 
functions or the government h3\.., mush· 
roomed in jungle fashion. 
No single law codifies the Amcrlc:an 
social security system. Differing tech· 
niques to hAndle different riJics, a ..... 
riety of financing •=ngements for the 
several kinds of prognm, the involve· 
ment of several byers of government, 
all go to make sociol security o highly· 
complicated structure. 
Right now, there are more than 300 
distinct progrnms in opemtlon. Thoro 
are six major ndministrotive pattcrm. 
1. Wholly feder nl l>rogrnm• · 
2. F etlcrul.,.tntc eyetem e. 
3. F ederal·• tutc-loenl J>r<>g•·um•. 
4-. Wltolly 8lnte OJJerutions. 
5. Stute-locol projecto. 
6. Strit>t1y local Jlrogrnm8. 
The degree to which tho fedcrnl gov· 
emment gets into tho net vAries from 
one program 10 another. For example. 
both unemployment compensation ond 
the special public ossistonocs (old-age 
relief, aid to the blind, to tho totally 
and permanently di<abled, nnd to de· 
pendent children), nrc fedcml·state 
projects. In unemployment compensa· 
tion, the federal role so far has been 
Of "'"'Y 5 fH'"""" 65 or older 
restricted to channelin~ employer tnx 
dolbrs for the costs of •dministnltion 
and enforcing the fC\'' standards spe· 
ciflcnlly required. But in the <pedal 
a.ssistanoes, the federal bureau channels 
tax dollars from genom! revenue to 
share in both the costs of ndministmtion 
and in the actual p.1ymenl! mnde. A!! 
a result, the federnl bureaus nre in .. 
volved very deeply in nctual ndmini.s· 
trative practices nnd procedures. 
The o.<tent to which the federol bu· 
reuus can get into the Ret Is well demon· 
strnted by tho recent forced withdmwal 
from print of n training handbook pre· 
pared and distributed by the Federal 
Security Agency. Entitled '"Common 
lluma.n Needs, • Public Assistance Re-
port No. 8 was designed by the Tech· 
nical Training Service of the Bureau 
of Public Assistnnce "as port of its regu· 
lar SHVioes to states in promoting the 
training of stall." 
The type or training is illustrnted by 
the foU.,..ing quotation from the band-
book. "When an individual bu been 
helped in establishing eligibility in such 
a way that be bu a genuine feeling of 
on unobligaJed right to amstance, all 
the services will appear o.s a right to 
which he is entitled aod which be is 
free to accept." Typifying the under-
lying philosophy of this training course 
is this iltfonnati\'e excerpt: 
uSociaJ Security and public ag.. 
~i&tuncc ,, rognune nrc n basic e. 
&cnli uJ for Ulttlinment or the IOCial· 
iJcd etulc envisaged in democratic 
itlcology, u way of life which so 
fur hns hcen realized only in slight 
rucnaure." 
Congress, in studying the FSA appro· 
priation request Jn.st session, questioned 
FSA Administrator Oscar Ewing at 
IL•ngth on this document. The result 
was the withdrawal of .. Common 
Human Needs•• but since 1945. copies 
ol this report have been distributed by 
FSA to e\-ery state and local welfare 
.tgency in the country. 
Where the federal bure>us :u-e not 
.klready int1mately associated in the 
direct administnltion of these programs. 
as in the case of state unemployment 
compensation, attempts are constantly 
underway to crash the gate. 
The ne~ C8l ()(~,·ice i.s a hilt intro-
duot'Cl by Hou!'e Majority Lender 
McCormack aimed at giving the 
Depor tment of Labor life and 
tleath power o,·er state unemploy· 
m ent comJ.eru;.ation .. This admin'· 
iJ!tration hill would pro>ide fed· 
ernl otnndnrds tha t woold ha,·e to 
he adopted in aU state unemploy· 
ment compeneation laws, dieta~ 
the t!CJIIe of benefit• to be paid and 
the ronclitions under which claim· 
unl8 " ·ould be elig ible to reeeh·e 
them. 
Interprot.•tion of compliance by states 
with these federal standards would be 
the funct ion of Maurillc Tobin's Labor 
J)cpartment. 
The Cllomber 's Position 
Security and welfare depend fln;t 
upon the individual's own efforts. hi< 
initiative, his thrift, and his application 
to his job. 
Self-reliance is still a strong Ameri· 
can cbamcteristic. For OJ<omple, there 
ore almost 50 million individunl savinp 
accouots in America's bnnl:s today. 
The ~otional Ch:unber, bowover. 
reoogniz.es the existeooe of certain 
major risks in modern society which 
cannot always he met by individual •~ 
lion alone. 
Among these may be n<ed in old 
age. dependent survivorship, pcrrna· 
nent and total dlsnbility, industrial in· 
juries, unemployment, tempornry sick· 
ness and medical expenses. 
To meet these humrc.18, jo int 
action iA required. This can be 
and often i8 voluntary private 
action. Life insurnnee, boepitnl· 
i2ation , and surgical in8urance, 
are exa mples. 
Certain risks lend themsolves to gov· 
ernment handling nncl in these areas 
the Chomber has strongly urged such 
action. But most of these cnn bo 
For e-rJery 4 full-lime 1oorkllrlf 
te:tt~~ 
Anollter receive• acelftrre aid 
handled best by community nnd stole 
governments where the nd,nJnistrntion 
of the programs can he kept clo<e to the 
people who benefit from them and to 
the taxpayers wbo support them. 
It is only in a few other areas where 
voluntary group action and state and 
local go•...rnments arc clearly unable to 
meet the need thot federal action is 
justified. 
For example, the ~ationol ChAmber 
urges that all workers he ""'"red by a 
federal retirement system to which they 
contribute. The benefits should provide 
for basic needs. But at the sa~ limt", 
the Chamber demands that the federnl 
go•oernment get out of the public ••· 
sistance p rogrnms and that it also leave 
unemployment compensation to tht• 
states. 
BuTt'!lU(;r.ttic plans ror \Od~lli2ed 
medicine, subsidi7.ed hospital aid to tht· 
:~ged, and federol nid to education are 
only a preview of things to come if 
present trends nrc permitted to con· 
tinuc. 
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Will You Pitch In? 
As you have read on page l , social legislation is big, complicated, costly. 
It costs roughly _one-third of all the money you pay in truces to federal, state and municipal gov-
ernments. 
Most, if not all, the welfare progmms charted on pnge I are necessary and desirable. What is 
neither necessary nor desirable, howe\er, is for you to permit the federal bureaus to seize upon 
these various human needs as an excuse to extend their control of and intervention into the lives of all 
of us indh~dual citizens. This intervention is e,·en more intolerable when the idea behind it is to increase 
the size of an already bloated federal government. 
Out o£ every doUar you senrl to Wn• hington Cor .. e l fure or nny other purpooe, a good pari 
goes to pay the admi.nistrative cos ts o£ f~lerul hurenucrucy. T bc solution then is to keep the 
,.·ellare programs at home wbereH~:r p()8.Sible. 
The individual's welfare and S<'CUrity should depend 6rst on his own efforts. Where this is clearly 
impossible his local community is the next line of defense. Then in order come his county and state 
governments. 
Only as a last resort and in a very limited number of eases can federal action be justified. But to 
date, federal intervention in public welfare has been the nale rather than the exception. 
U the enterprise system which de(:te nds so cleurly upon independent actjom of a seli·reliant 
citizenry is to be preserved. federal meddling into tlte lives o£ indh•iduol c itiu n8 must be halted. 
Here is what you can do to help p reserve your own freedoms: 
1. \ViJ I you write a letter toduy to the ed itor of your newspaper telling him what 
you learned about the welfare pallcrn from this week's issue of Business Action? 
2. Will you tell your national und stnte legislator s what you think about social 
legislation? 
3. \Viii yon tell the president of your service club tJmt yon would like to sp eak 
for five minutes on this subject nt tlte next meeting'( 
4. Will you write to Bruirress Actiorr for 11 r ctlriul of this week's Welfare Story 
un rl a;end it to a clergynunt in your conu n nuity? 
5. Will you order more reprints for distribut ion to teuchcr s in your conununity? 
6. Will you distribute copies to your employees nucl customers? 
7. \Viii yon devote one dny of your advertising space or rmlio time next week to 
telling this stor y? 
T his is a matter of individual freedom. 
You may think it is not your problem. You may think you are able to provide for yourself and 
your family. But the point is that the federal bureaus want to take over everybody's security-
including yours-and they want you to help pay the whole biU. If you allow them to do this, you 
aren't going to ha\·e enough left to pro•ide st'CUrity for you~lf and your own family. 
3 
lust a Few Examples 
The following statements, reprinted from the Congrcssion>l Record. were 
made by Rep. Burr Harrison. (0., Va.): 
Corning Conference 
Draws Record Crowd 
-1 became much interested in following the """"'r of a (Detroit) woman wbo. 
without physical disability or dependent children. at the age of ·12, h.,d drawn 
850,000 in relief money. As a side line, she was engaged in the policy numbers 
mcket. Her relief checl:s "...re deli,-ered to her in publicly-owned auto-
mobiles nt her hotel where she was maintnined by the tnxpayers •· 
• • • 
.. In Cook County, lU., t~·o-tbirds o( tht• cu.ae workt•nJ urc mcmhcre o( .u 
union expelled by the 00 because of commnniAI dominntion ~, 
• • • 
.. The most intriguing case in Tennessee was the st.:Juirrel hunter who collected 
8214 a month under the program for aid to the blind." 
The largest audience e\'CT to atteod 
o :'>latioual Albirs Area Conference in 
the 1'\atiorul Chamber's :'\orthenstern 
Division turned out recently in Com.5 
ing. :'>1. Y.. aod beard Rob Roy ~lac­
k'Od d<-.cribe the "American packnge.-
Macleod told the audience of mo~ 
than 800 from 22 communities that 
"Cod is the master of man and there-
rote the state can "never oo:· 
His address was called "one of the 
best heard here since Ceneml Eisen· 
hower spoke in 1948" by the Elmira 
Advcortlscr. 
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contribute periodically, so that the doctors and hospitals 
will maintain an adequate, but reasonable, structure in the 
pricing of their services, being assured of a minimum retnrn 
for their services. The actual results of socialized medicine 
can not be determined with respect to its success or failure 
in the United States, since it has not really been in operation 
here. 
Britain, since the election of the Labor Party and 
Y~. Atlee as Prime Minister, at the conclusion of.World War II, 
has become a semi-socialistic state. The nationalization of 
most of the key industries, as well as most of the medical 
profession, were some of the outstanding results. Studies on 
the British National Health Service brought out reverses as 
well as gains. A recent article published in the ~ Street 
Journal on Deeember 11, 1951, pointed up the enforcement of 
the new laws. In this article it stated that the Bobbies on 
the street corner are paid by the government to regulate 
traffic. The British doctors are also paid by the government 
to regulate public health. The British doctors feel justified 
in asking that the patients be fined for failure to follow 
their orders, on the same basis that a Bobby may fine a citizen 
for failure to obey other regulations. When the government 
takes on the duty of running any part of its citizens' affairs 
it is necessary and proper for the government to use its 
powers of compulsion to see that the people do what the 
government knows they should do. Thus, if a patient fails to 
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take the pills ordered by the doctor, he should be punished 
since he has violated a government order. Certain British 
doctors have presented a bill to Parliament asking for a fine 
of ten shillings ($1.40) for the first violation. Obviously 
this is an extreme situation, but the problems that arise 
when a federal government endeavors to closely regulate its 
people are infinite. 
As w. Rulon Williamson points out, "There is no 
better example of the confused thinking on the whole topic of 
social security in this country than that afforded by two 
discordant actions in the United States Senate on a single 
day last year. 
"Putting the cart before the horse, the Senate 
approved its version of H. R. 6000 - a bill for far-reaching 
modifications of the then extant social security legislation -
then, after debate, approved Senate Resolution 300 calling for 
an appropriation of $25,000 to study all aspects of the social 
security program. 
"The incongruity in these two moves is clear enough. 
The passage of one, with its great potential effect on the 
economy, without the necessary analysis, and the approval of 
another for a study commission is symptomatic of the inherent 
* fuzzy conceptions about the Whole program. 11 
Confusion exists in Congress, and among the people 
as a whole the entire subject of Social Security has generally 
* 25, P• ll. 
be'en·considered an "old age pension" or in other words, a 
11windf'all from a benevolent patron", the government. Lately 
this concept has been broadened until now it is thought that 
it not only aids the aged, but also the blind, the crippled, 
the orphaned, and the unemployed. The people fail to realize 
that there are huge problems of' f'inance and administration 
and that is what makes the situation so serious. By 1956, 
when the step-rate tax rises begin to come in intervals, the 
race between social security income and benefit outgo will 
begin. It is desired that any study group authorized by 
Congress will undertake a serious analysis of the social 
security needs of the United States. It must take into con-
sideration three aspects of' the American - the man, the worker, 
and the citizen - and it must not forget that there is a 
limit to the amount of responsibility that the state can take 
from a man and pass to the state itself'. 
We can not all be subsidized, but it is certain 
that without some definite blueprint to follow, which can 
only be realized through serious study and analyzation, a 
continued adherance to the present plan will only lead to 
* future chaos within our economy. 
In the United States a subdivision of the Social 
Security program has been socialization of medicine. The use 
of the words "socialized medicine" in themselves have been 
the main cause for deterring the adoption of' such a plan. The 
* 25, PP• 12, 13, 103. 
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general populous has reacted against these programs mainly 
through the £ear of becoming a socialistic nation. An 
example of how uneducated the public really is was seen in 
a recent action by the Illinois State Federation o£ Labor. 
The vote was unanimously against any £orm o£ "socialized 
medicine" in the United States, but at the same time it en-
dorsed a "workable and sensible program o£ prepaid medical 
care and hospitalization to be paid £or by labor through social 
* security." 
A little closer look at Britain is warranted at this 
point. Back in 1911, the National Health Insurance Act was 
passed which made it obligatory £or all manual and white collar 
workers below a certain level to pay health insurance premiums 
£or which medical care would be received without any additional 
charge £rom the general practitioner. This premium was paid 
to the Friendly Societies that were approved by the government 
£or administering this program. In addition to medical care 
this program also provided £or the cost o£ medicines prescribed 
by the doctors. This act did not cover wives or children o£ 
the workers, or workers who had reached retirement. During 
World War II the coalition government instigated an investi-
gation o£ existing social insurance plans. The result of this 
study was the passage o£ the National Health Service Act, 
e££ective July 5, 1948. 
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The National Health Service and the National Insurance 
* 28, P• 5. 
Scheme provided illness, unemployment, widowhood, retirement, 
and rree medical compensation for the entire population. 
Weekly contributions were made to the National Insurance 
Scheme, while the National Health Service provided rree medi-
cal care regardless of contribution. Some or the benerits 
provided by the Health Service were rree treatment by the 
family doctor and dentist; free hospitalization, including 
specialists; rree local and home health service, including 
vaccination, midwifery, maternal and child welrare; rree drugs, 
and medicines of prescriptions; and surgical and medical 
appliances. 
The administration of this program is in the hands 
of the Minister of Health who in turn is accountable to 
Parliament for its efricient operation. This administration 
has been decentraliled by appointment or volunteers to operate 
at regional or local levels. The Minister has direct control 
over the hospita~and broad supervisory powers. With the 
exception of two hundred hospitals, all hospitals in Britain 
were taken over by the government on July 5, 1948. The only 
hospitals outside of this category were the small "cottage 
hospitals" and the institutions operated by religious orders. 
The General Practitioners' and Dental Services were organized 
by one hundred thirty eight Executive Councils (broken down 
by county and borough). These councils had speciric duties 
and responsibilities under the Act, under the direction or 
the Minister of Health. 
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The medical profession vigorously opposed this plan 
originally, but approximately ninety per cent of the twenty 
one thousand general practitioners are now participating. 
This high percentage was gained by the government in a very 
simple manner. A ban was placed on the buying and selling 
of practices. Prior to the Act it was common for a young 
doctor to step in and buy the practice of the older physician. 
First, it gave a retirement figure to the older physician and 
secondly,it enabled the younger doctor to get started in the 
profession. The younger doctor planned on caring for his 
retirement by selling the practice later to soma one else. 
Few doctors could afford the sacrifice of their initial invest-
ment by remaining outside the Service. If they joined, the 
government bought out their practice and also provided them 
with a pension. 
The family doctors that take part in the Health 
Service have two forms of renumeration. One of these is a per 
capita fee for each patient registered with them and the other 
I is a fixed sum of three hundred pounds plus reduced par capita 
fees. Special inducements are given to attract doctors to 
less socially or financially prominent localities. The result 
of this program has been that the doctors who have remained 
outside the service and have practiced among the upper income 
~roups have suffered financially. Those physicians who went 
into the plan very nearly maintained their income, but were 
required to work much harder for it. Many doctors have ceased 
93. 
practicing. The participating doctors are allowed a maximum 
of four thousand patients. This number is exceedingly large, 
but the shortage of doctors requires that breakdown. 
Many problems have arisen from this program. The 
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most important is that of financing. The British Health Service 
is not an insurance plan, but a tax-Bupported governntent agency. 
' Approximately one tenth of the cost is paid by the contributions 
of the public and the balance is financed by the National 
Exchequer. Some ofthe leaders in Britain have expressed the 
idea that too much of the national income is devoted to curing 
ills from malnutrition and substandard hbusing. They reason 
that it would be better to spend more on improving the essential 
elements of the standard of living which would lead to better 
health and a reduced cost for the program. There is also a 
tendency for the general public to seek as much free protection 
as possible and to insist on the name brand prescriptions 
instead of cheaper, but just as effective medicines. The 
Socialists and Conservatives have both been slow to put limita-
tions on any of the benefits of the fund for fear of committing 
political suicide. The Minister was empowered in 1949, by an 
amendment, to force the people to pay for a part of the price 
of the subscription, although the actual practice has yet to 
be tried. 
Another problem that arises with such a program is 
the fear that medical practices will be inadequate. Mr. Ewing 
passed these off in the United States as "fear propaganda". One of 
the British doctors made a statement to some of the members 
of the World Study Tour Number Six that he freauently saw 
forty five people in ninety minutes and added, "What kind of 
medical care do you call that?". The British Ministry, aware 
of this situation, claim it to be a temporary condition which 
will be alleviated with an increased supply of doctors, nurses, 
and health centers. British doctors, in order to ease their 
own loads, have been forced to refer their patients to the 
hospitals where the patients may be attended to in assembly 
line fashion. It is inevitable that the three hundr~fifty 
bed hospitals have waiting lists of two thousand persons or 
more. The frustration of the members of this profession is 
breaking the spirit of the young ambitious physicians who 
can not find time in their practice to apply the special tech-
niques learned in their schooling. The feeling of the family 
for the doctor has been considerably altered since many people 
consider him as a government agent whose duties are to satisfy 
the demand for prescriptions and to make hospital arrangements. 
The British Medical Journal previously pointed out that under 
the present economy the opportunity for improving the general 
medical care of the people is forced to be waylaid. 
Other countries such as Sweden, Switzerland, and 
France have gone into Nationalized Medicine, but not with the 
same drastic measures as did the British people. These plans· 
are not quite as broad as that because the payment of medical 
care is carried more by the people than the government and 
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privata practices have been allowed to continue. The British 
people conceived their program during the grim years of war 
when refuge was sought from despair. The end of the war found 
the British ready to embrace nearly any program which would 
put an end to the long suffering and needless death. Perhaps 
it is unfortunate that their impatience lead them to such a 
drastic solution. A batter plan might have been for them to 
combine a national health program with the existing insurance 
schemes. This would have produced a middle of the road 
* solution. 
It appears from this survey that there is much to be 
learned from the socialization of medicine. The United States 
would do well to review quite carefully the plans of these 
other countries to sea what their problems and results are 
before making any moves toward this end. The present debt of 
the United States must certainly play a major role in the 
study of such a program. It would be more than foolhardy to 
offer free medical service to the entire populace without 
figuring in advance how the program could stand on its own 
feet financially. Not only is there a financial element in-
volved, but the attitude of the people must be considered. It 
is well known that as a nation America has ~uite a bit of pride 
concerning the acceptance of welfare. Most of the people will 
not accept assistance if it is administered by the welfare 
department, but if they believe they can get something for 
* 15, PP• 2-30. 
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nothing, administered by another department, they might readily 
accept this aid. It was noted.in one of our large cities that 
the number of persons receiving unemployment compensation was 
greatly diminished when the names of these people were made 
public. If a national medical scheme is inevitable it might 
be best to accomplish it by utilizing existing benefit plans 
which are in force in the nation today such as private insur-
ance carriers, non-profit service plans, and other medical 
schemes. 
c. Union Contracts 
Every organized society is kept busy making problems 
and then trying to find solutions for them. One of the great 
problems in a modern society is to see that the solutions keep 
abreast of the problems. In this era, in which people were 
demanding more and more that Social Security Plans be devised 
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for them, the United States was lagging far behind other nations. 
More recently there has been a very rapid and spectacular 
growth of this type of enterprise. The experiences produce 
all kinds of consequences, some of which are visible immed-
iately, While some are not apt to appear until the future. 
One of the greatest problems of this time is to endeavor to 
analyze these developments so that what is going on, and What 
the less visible consequences will be, may be understood. 
Since 1935 there has been in force an economic rev-
olution• The drive behind this has been pretty much beyond 
individual control. The steady lifting of costs of doing 
business in the United States has produced a need for fast 
and drastic action. To substaniate the rise in cost one has 
only to look at the wage peak of 1929 when the average 
straight-time hourly earnings of a factory worker were fifty 
six cents per hour. At the end of 1946 the average straight-
time hourly earnings of about fourteen million factory 
workers were approximately one dollar and thirteen cents 
* per hour. 
The rise of costs itself is not the theme of this 
topic as much as the factors behind this spiralling financial 
ascent. The union negotiations, primarily through collective 
bargaining, have pushed the wage• of labor upward in an 
endeavor to place the laborers in a more secure position. 
Unfortunately the cost of labor is calculated by the cost 
accountants in figuring the cost of the product produced. The 
increase in wages paid to labor must of necessity be reflected 
in the price of the product. The union demands, because of 
their consolidated efforts, have been highly influential in 
the factors producing the spiralling costs. 
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The media through which the unions operate is referred 
to as collective bargaining. The problem of collective bar-
gaining is extremely large and involves considerable study to 
be clearly understood. In substance, the unions have turned 
to industry and said, "Here is a whole range of benefits that 
* 20, PP• 5-6. 
we expect you to give us." The functions of collective bar-
gaining are too rarely known. What are the kinds of issues 
that must be the subject of collective bargaining? Is there 
any limit on the things to be bargained about? Is there any 
point at Which you can say this is bargainable and this is 
not? It is not intended here to go into the pros and cons of 
these items. We are concerned with one of the main issues in 
the employer-employee controversy -- namely, welfare funds 
* 
and health benefits. 
It is extremely difficult for an employer to come 
out on top due to the way the present day interpretations are 
made of the Wagner Act. For example, should a union try to 
organize a plant and the company adopts a welfare plan, the 
National Labor Relations Board may say it was done with the 
idea of keeping the union out; that the organizing was inter-
fered with. Thus one may be guilty of violating Section 8 (1) 
of the Wagner Act. If there is a union in the plant which is 
not affiliated with the national union and the employer negoti-
ates a welfare plan with it the National Labor Relations Board 
may say that the employer dominated.the union; one is guilty 
of violating Section 8 (2) of the Act. The basic question as 
far as the Wagner Act is concerned is whether or not a company 
must bargain with a union over a welfare plan. This question 
has not clearly been defined by the National Labor Relations 
Board and Congress may be asked sometime to define collective 
* 20, P• 8o 
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bargaining in this respect. In one case, in 1946, the board 
held that a company refused to bargain and thereby had violated 
Section 8 (5) of the Act. Instead of negotiating a union's 
demand for "an improved life and accident coverage, premiums 
to be borne by the employer", the company, out of hand, announced 
that it would pay the entire premiums. In J. I. Case against 
the Labor Board, 321 u. s., 332, decided on February 23, 1944, 
the Supreme Court indicated that such things as, "stock 
purchase, group insurance, hospitalization or medical attention 
are not necessarily included within the statutory scope of 
collective bargaining." In the same case the board itself 
in its brief, seemed to think "insurance, stock-purchase plans, 
and social welfare" were things about which employers do not 
* have to bargain collectively. 
Regardless of whether or not it has bean actually 
defined by the National Labor Relations Board, the Supreme 
Court, or anyone else, the employer of necessity, will bargain 
on those items that are presented to him by the unions if it 
means a possible atop-work should he fail to bargain. Not 
only are there local and national labor organizations that are 
forcing these issues, but there are other organizations that 
are fully as interested. One clear case is the International 
Labor Organization which has adopted a very comprehensive 
socialization program. 
Mr. A. L. Kirkpatrick of the United States Chamber 
of Commerce points out that the Altmeyer activity in the Western 
* 20, P• 11. 
Hemisphere is only a side show compared to what he and others 
who believe as he does, are doing to socialize insurance 
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throughout the world through the machinery of the International 
Labor Organization. The objectives of this organization, 
which has its headquarters in Geneva, Switzerland, have set 
some minimum standards to be a~ted upon through governmental 
action in every country. These standards include; 
1. 'Medical benefits, 
2. Sickness allowances, 
3. Un~mployment allowances, 
4. Old age pensions or allowances, 
5. Medical benefits, sickness allowances, invalidity 
pensions or allowances, and survivors' pensions or 
allowances in case of employment injury, 
6. Family allowances, 
7. Medical benefits in case of maternity, and 
maternity allowances, 
8. Invalidity pensions or allowances, and 
* 9. Survivors' pensions or allowances. 
It can be seen from this list that the unceasing 
efforts of this organization included not only a protective 
cover for old age and survivorship benefits and unemployment 
compensation, but also included the complete field of socialized 
medicine, sickness and accident benefits, as well as the 
coverage now extended under the present workmen's compensation. 
* 48, PP• 9-10. 
In other words it is a full cradle-to-grave program. The 
impact of this organization should not be considered lightly 
since the United States is strongly committed to a policy of 
international cooperation. This organization which had its 
start with the League of Nations, continued after the League 
was disbanded, and was picked up as an agency of the present 
United Nations. It is therefore an international body which 
has an official standing with all of the governments of the 
world. The International Labor Organization's social philos-
ophy also fits the philosophy of our New Deal and Fair Deal 
administrations on socialized medicine. 
The present administration of the United States is 
strongly supported by the two major unions, the American 
Federation of Labor, and the Committee of Industrial Organ-
izations. These unions are now adding the argument of 
"international cooperation" to their pressure for federal 
legislation in this field. The earlier activity of the unions 
was not for results through legislation, but results through 
the use of strikes and walkouts with individual employers. 
This was during the time when the unions could accomplish 
their means only by sheer force, when they did not have the 
necessary financial backing which would enable lobbying for 
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legislation. The hiring of high classed attorneys for lobbying 
is also very costly. Since they have grown in stature both 
numerically and financially the tendency is to accomplish their 
goals through the Senate and House of Representatives instead 
of through wholesale strikes. It is only in areas which are 
impossible to reach,at present through legislation that the 
larger and more damaging strikes have occurred. In these 
areas the unions seem to have been on the top, where only a 
few decades ago the employer wrote the terms which were 
* accepted by the employees. 
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During the course of the recent war the employees 
were forced to be rather conservative in their strike activity. 
They could easily have lost all that had been gained if a 
damaging strike had occurred during the war activity in this 
country. Even then legislation came into force which very 
heavily leaned on an anti-strike ban. Since the end of the 
war the attitude toward anti-strike bans seem to be growing. 
Stopping or preventing strikes by government edict is becoming 
more and more difficult and back-to-work orders are not 
necessarily being obeyed by the workers. The present difficul-
ties confronting the labor mediators are concerned mainly 
with efforts to keep the defense industries in full operation. 
The major demands by unionsconcern wage increases. 
The unions are endeavoring to get more than the government's 
wage policies call for. When the employer decides to stay 
within the policies a strike is apt to be the result. Many 
of the labor leaders are of the impression that bigger wage 
concessions may be granted from the Wage Stabilization Board 
if the threat of strikes is present. Frequently a union will 
* 48, pp. 10-15. 
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bargain with the employer and come out on top without the use 
of strikes, but the result may frequently be above the 
stabilization ceiling and it is then that the threa~of strikes 
result, unless the Wage Stabilization Board approves the full 
amount. In substance then, the unions are not striking 
against the employer but against the Wage Stabilization Board. 
During the second World War the War Labor Board took 
jurisdiction over most disputes since there was a direct affect 
on the war production in one way or another. If defense 
contracts are delayed by border-line strikes it may be that 
the Wage Stabilization Board will be forced to take jurisdiction 
over disputes in the civilian goods field. Whether or not the 
injunction will be used more frequently if walk outs continue 
is debatable. The White House has used the national-emergency 
section of the Taft-Hartley Act to end a strike. The use of 
this legislation, however, is limited to strikes that affect 
the major protion of an industry and possibly endanger the 
* national health or safety. 
The debate on wages has been the major topic, although 
innumerable instances have appeared where the wages have been 
perfectly acceptable. In these instances the subject has 
revolved around the so called fringe benefits. Earlier collec-
tive bargaihing frequently ended in a gentleman's aggreemen~. 
Today little or nothing is left in that state. It is written 
in careful legal language to which both parties must adhere. 
* 42, PP• 61-63. 
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Some of these benefits are in the field of accident and health 
insurance. More recently there has been a slight decline in 
group policies applied for directly by the unions where the 
unioh fund would pay the premium. The collective bargaining 
results have more recently provided that the employer shall 
purcha•e the group coverage directly. More and more these 
contracts are on a non-contributory basis. In some states 
laws have even been passed which require the premiums to come 
entirely from the employer's contribution. This is frequently 
modified to the point that the employer need not necessarily 
contribute for the dependents• coverages. 
This growing market has had an important aspect in 
the desire, not only to increase the amounts and types of 
benefits, but also to develop the longest possible period of 
continuity of participation for each individual, Normally 
coverage ceases under the employer contract upon termination 
of employment. In a few cases it is continued during leaves 
of absence and after retirement, but these are exceptions. 
The efforts are now bent toward longer periods of coverage 
during unemployment and to more generally extend it after 
retirement. In addition companieB are also endeavoring to 
increase the maximum benefits each calender year, as well as 
lengthening the time. 
Another factor which is coming into play quite 
heavily is the request for occupational coverage. The reason 
for this is, first of all, to take up the lag between the 
date of disability and the date compensation begins, and 
secondly, to augment compensation income in those areas where 
it is considered to be inadequate. These demands are not 
unreasonable. On the contrary they pose a real challenge to 
the private carrier. If they can be readily resolved the 
private carriers' position will be substantially strengthened 
in light of the present activity in the field of socialized 
medicine. 
Another factor that should be brought into the 
picture here is the definite feeling that groups already 
insured will eventually band together in one form or another. 
This originates from the union activity and is fairly easily 
seen if one looks at the field objectively. It is felt that 
there are many advantages for combining when one looks at 
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the union meetings ~ich are held regularly on the departmental, 
regional, or national level. Some of the purposes of these 
meetings are to set policy regarding contract conditions. 
One of the important items which is subject to discussion is 
group insurance. Rates, amounts, and types of benefits, 
policy conditions and conditions of elegibility are examined 
in great detail. Some of the advantages in combining may be; 
1. Uniformity of administration and benefits, 
2. Difficulties occasioned by transfer of partici-
pants from one local union to another is eased, 
3. Increases or changes in plan or benefit will be 
had simultaneously throughout the grouping, 
-4. Administration, accounting, and other procedures 
will be simplified, and 
5. On a national level, the industry as a whole will 
be placed on a basis of equality and employers' 
complaints of competitive disadvantage will be 
minimized or removed. 
This banding together is even now in force in many areas and 
* undoubtedly there will be more of it in the future. 
D. State and Federal Activity 
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During the thirties the grants by the federal govern-
ment to the states had increased considerably. These grants 
amounted to seven hundred fourty four million dollars in 1941, 
compared to two hundred seventeen million dollars in 1932. 
The amounts varied from state to s.tate from eighteen per cent 
of state and local revenue in Nevada to three per cent in 
New York. The largest group of grants had previously been 
made for highways. With the genesis of payments for public 
assistance under the Social Security Act of 1935, the grants 
for highways dropped to second place in size. Grants fer 
education ranked third and for agriculture fourth. The finan-
cial requirements of the state and local governments remained 
as large as ever, but the revenue dropped off considerably. 
It was not until the outbreak of the European hostilities that 
production began to hit a high tenor and start an upward 
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movement of revenue. By that time the public had become 
accustomed to receiving federal aid. The outbreak of the 
second war brought about several significant factors. 
Since the country had become so industrialized a 
large portion of the population was dependent on a job for 
existance. Unemployment had a much more serious consequence 
now than it had had earlier in relation to business fluctua-
tion. This created an awakened social consciousness and the 
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expenditures for welfare purposes became increasingly signiti-
cant. All levels of the government had participated in 
industrial expansion, but the growth of the federal government 
* participation had been greater than that of any other. 
With the outbreak of the war a high percentage of 
the employed men were called to military service. This had 
a two fold effect. The first was that in a period of increasing 
productivity there was a shortage of trained men in the labor 
market. Secondly, to meet the needs of industry, bids were 
put out for retired men to return to work and women who had 
hitherto been maintaining a house stepped out of a role of 
dependency and took over many of the occupations vacated by 
the loss of manpower to the armed services. A considerable 
impact was felt in all phases of accident and health insurance. 
The federal government in its war effort developed 
an army of unbelievable proportions. In this army a program 
of insurance was instigated which covered the lives of the 
* 10, PP• 700-705. 
men under the National Service Life Insurance. In addition 
the army, as it had always done, cared for its personnel at 
no cost to its members. When a member became sick or 
injured it was the practice to see that-adequate hospital 
care and medical facilities were available to put those 
persons back into good physical condition. Perhaps without 
too much consciousness, these men accepted the idea of free 
adequate medical care and it is easy to see how this same 
attitude might be carried on after the war. 
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Secondly the recall of retired workers to the employed 
field had a direct bearing on the accident and health program. 
These overage persons were brought in under the existing 
group policies in place of the younger and more physically 
fit and tended to increase the losses. Not only were there 
more numerous claims percentage wise, but the cost of medical 
care began to rise. 
The third important factor is the advent of a large 
percentage of women in the employed area Which brought them 
into the insurance plans and programs and caused more losses. 
These losses not only affected accident and health programs, 
but they had a direct effect on the workmen's compensation 
losses. The women were endeavoring to take over jobs which 
had been done by the men and they did not have the experience 
nor the physical strength in many cases. This led to a higher 
number of industrial accidents which boosted the loss ratio 
of workmen's compensation insurance. Some figures which 
substantiate this are given by the reports of the Committee 
on Costs of Medical Care conducted on the basis of 1928-1931, 
and the reports of the National Health Survey 1935-1936, 
conducted by the United States Public Health Service in coop-
* eration with the Works Progress Administration. 
Realizing the need of action many states took under 
advisement bills pertaining to both monopolistic and competi-
tive state fund plans. In several states these plans became 
law which forced medical care or cash sickness benefits on 
many of the uncovered workers. A brief look at oneof these 
states will clarify the subject. The state of New Jersey 
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made a comprehensive survey of the problems and possibilities 
surrounding non-occupational illnesses, the result in substance 
was the passage by the legislature in 1946 of Chapter 192 
which amended the laws of 1943. Basically this unemployment 
sickness compensation fund required a contribution by both 
the employer and the employee for protection against any 
illnesses except those compensable under the Workmen's Compen-
** sation Law. 
In order that the labor market not migrate entirely 
into the defense industries the federal government froze the 
wages at the 1941 level. The purpose of this was to prevent 
employers from obtaining government contracts, from which a 
fairly high profit was expected, and then offering higher wages. 
as an incentive to attract more skilled workers to the plant. 
* 47, PP• 2-4. 
** 47, pp. vii-ix. 
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This would have had a tremendous effect on the other industries 
who were already hard pressed by the shortage of manpower and 
increasing numbers of employed women. This wage freezing did 
not at this time relate to the fringe benefits. These fringe 
benefits such as vacations, accident and sickness programs, 
retirement pay, and so forth were the only media available to 
use as an incentive plan to attract or keep the present 
employees. 
E. Increase ~ Welfare Plans ~ Lieu of Pay 
Many concerns who up to this time had offered no 
benefits for their employees other than rigid vacations 
found themselves in the need of more liberal programs as an 
incentive to retain employees. One of the first actions was 
to offer one week vacation time with pay for all employees at 
the beginning of the vacation period. Two weeks were offered 
for employees with one year service or better. To retain 
their old and skilled employees some plans offered three weeks 
vacation to these people. 
Since the cost of living was spiralling and it was 
impossible to increase wages except through overtime, many 
unions negotiated for non-contributory accident and health plans. 
The employers were convinced of the use of this media to increase 
the real wage. Many large insurance companies throughout the 
country entered the writing of gDoup insurance at this time 
and worked with the employers to a considerable degree to 
accomplish this end. The results were basically for hospital-
ization and surgical coverages due to non-occupational 
accident and sickness. 
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Along with the non-occupational accident and sickness 
ran the accident and sickness weekly benefits. It was realized 
that the loss of income was an important factor in the welfare 
plans and the employers used every means to make their place 
an attractive place in which to work, thus keeping as high a 
percentage of experienced employees as possible. These plans 
were primarily put into operation on a basis of non-occupational 
coverage and were used to round out the program that was 
partially accomplished by workmen's compensation insurance. 
This gave a twenty four hour protection to the employees 
against a loss of their wages. The amounts of coverage, as 
a rule, were kept comparatively small, on the basis that the 
possibility of malingering was extremely great. 
The amounts of workmen's compensation coverage vary 
to a considerable degree between states, but in almost all 
areas the maximum payment was in the neighborhood of twenty 
six dollars a week for the loss of income due to an occupational 
accident or disease. It was tax free and consequently worth 
more than twenty six dollars of salary. It was realized that 
this was not equivalent to the complete loss of pay, but it 
prevented starvation until such time as the employee was able 
to return to work. 
The accident and sickness weekly benefit provided 
by the employer for his employees on cases other then those 
compensable under workmen's compensation followed this rather 
closely and the amounts were extremely conservative. Not 
only were the amounts small, ranging from five to twenty five 
dollars per week, or two thirds of the weekly salary, up to 
a maximum of twenty five dollars per week; but the duration 
for which they would be given was usually limited to thirteen 
weeks, or in a few cases twenty six weeks. The plans were 
operated on the basis of a waiting period of one week which, 
it was theorized, would eliminate the "nuisance claims", and 
also more closely tie in with the workmen's compensation 
pattern. The workmen's compensation plans operated on the 
basis of a brief waiting period which was covered retroactively 
if the illness extended beyond that time. 
The low limits on these plans would put an undo 
strain on the absent employee, forcing him to get back into 
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the employed field at the earliest possible moment. It was 
figured that the nearer one approached the equivalent of the 
worker's take home pay, the greater the possibility of prolonged 
absentiism. It is well known that in a period of high productiv-
ity, such as the war, employment is easy to find and consequently 
employees are not concerned as bo whether or not their jobs 
are held open for them or not. They realize they can walk 
across the street and become employed in a competitive plant. 
The need for conservative limits is quite evident to the 
underwriters of group accident and health insurance. 
It is this theory that brings about a need for comp-
limentary coverage, that is the individual accident and health 
policy. In good times the losses under the group insurance 
are high and the losses under individual insurance are low. 
The individual insurance is extended more to the white collar 
worker and persons owning their own establishments. Their 
position is the reverse of that of the worker. During good 
times they will work hard and long, putting off the need of 
medical care while there is a possibility of earning a high 
income. When their income has leveled off or dropped they 
will then take time for medical care at the expense of the 
insurance companies. The workers on the other hand will have 
the fear of no job waiting for them and the fear of finding 
no other employment when the business cycle is at a .low point. 
Therefore, the accident and health underwriters in the insur-
ance companies have found it possible to hedge in their 
underwriting by convincing company management that they should 
balance their program with both group coverages and individual 
writings. 
At the conclusion of hostilities the United States 
found itself in the position of having a federal government 
which was more than just a coordinator between the states. 
It was acting as a direct participant in the operation of 
individual industries and the consuming public. The govern-
ment was at this time the largest insurance company in the 
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country with its National Service Life Insurance insuring 
literally millions of service personnel. It was the largest 
purchaser of goods and commodities, as director of the war 
effort. The conclusion of the war, which was comparatively 
sudden, found practically all industries operating at top 
speed production on many types of goods and materials that 
would not be necessary. Shipyards, for example, were only 
part way through construction of capital ships which would 
take two more years to complete. It was necessary for brakes 
to be applied to all this activity and to redesign our efforts 
toward peaceful pursuits. 
The question of regulation, in all fields, which had 
been rigid, suddenly found itself in a state of flux. Some 
commodities that the government had been stockpiling, they 
now found were adequate for distribution to the public and 
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no longer needed to be controlled. The pressure from the 
general public that the "boys" be returned to the United States 
with the greatest possible speed immediately became intense. 
This emotional and unguided public opinion caused many hasty 
decisions which have caused considerable waste and regret. 
The war effort operating in as high a pitch as it was could 
not immediately be returned to civilian production. The 
consequences of this struggle for conversion to peacetime 
activity 1s quite clear in minds of most persons today since 
it is so recent an issue. 
With the beginning of the struggle to return to 
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peacetime activity union strire became prominent. This action, 
mostly in the field of strikes, was in part beneficial to 
the employer since it facilitated the employer's need for 
time for reconversion of machinery. There was a considerable 
backlong of civilian orders on hand and although the employers 
needed time for retooling, they did not want to lose their 
labor supply since all fields of business were in a state of 
high productivity. The only benefits that could be extended 
to the wage earners were in the field of additional benefits, 
since, although many controls were relaxed, the wages were 
still frozen at this time. 
The types of coverage had to be broadened since 
there was considerable competition in this field. The only 
means of competing were by the broadening of the benefits 
without changing the price, since the average person can not 
afford extreme sums ror such protection. During the war years 
there were a considerable number of companies writing casualty 
and life insurance that entered the accident and health field. 
The increased number of companies had its weight in forcing 
competition. This was particularly true, since the casualty 
companies, unlike many of the life companies, do not have the 
same attitudes of rair play in business. There is a great 
effort bent by the casualty companies to take as much business 
as possible away from each other. The general atmosphere 
in life companies is one of cooperation and striving to secure 
new business not yet covered by any company. 
G. Government Legislation 
The conclusion of the war had a tendency toward 
lessening federal legislation since it was thought that the 
need had passed with the ceasing of hostilities. The 
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spiralling inflation which immediately set in, however, prompted 
a very quick return to the attitude that there was a need for 
federal legislation. Public opinion, which had forced a 
hasty return of the service men before the job could be prop-
erly completed, left the United States in a semi-unprepared 
state. The lack of controls let the pent up demand for 
consumer goods burst forth with an unheard of fury. The items 
still controlled by the federal government were fought over 
by competitive industries until the bidding reached exhorbitant 
proportions. Naturally, the high prices that were being paid 
for these goods were passed on to the individual consumer. 
Thus with the prices rising, the cry came for more pay. This 
also added additional cost to the prices of goods. The spiral 
continued. 
The United States found itself in a comparatively 
weak position as far as settling the issues involved in 
establishing the peace. All the good intentions of the San 
Francisco Conference were soon forgotten and in its stead 
arose the wel~ known "cold war". In our effort as a nation 
to compete with dictatorial nations it was necessary to have 
the general public properly guided. This may be done in our 
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form of economy only by federal regulation through legislation. 
Consequently, our government established a pattern that was 
accepted by the legislature for this purpose. 
Not only were commodities concerned in the activity, 
but such items as social security and welfare plans were also 
included. The American Economic Security Journal points out 
some of the problems that faced the eighty first Congress in 
this particular field. The administration's program for 
compulsory health insurance in the Senate Bill 1697 has been 
put aside for other legislation at the moment. This action 
does not mean the death of the bill - it merely means that the 
bill will probably be reintroduced in the eighty second Congress. 
The pressure for federal regulation in the health insurance 
field is apparently growing more prominent and will probably 
not be so readily side stepped in the next session, unless 
a major war breaks out. 
The various and sundry bills that have been proposed 
fall in several different directions. Some of them call for 
direct ~ederal action on a basis of compulsory health insurance. 
Some bills are less direct and call for federal subsidies for 
voluntary health cooperatives such as the Humphrey Bill (S. 1805). 
Other bills call for federal grants-in-aid to states. These 
bills are intended to assist the states in taking direct action 
or to encourage voluntary organizations with federal-state sup-
port. Examples of this are the Flander-Ives bill (S. 1970) 
and the Hill bill (S. 1456). 
Although these bills did not meet with success when 
brought be~ore this Congress there is a wide and growing 
sentiment ror some form or government legislation. At persent 
there is rather broad disagreement on what should be done in 
this matter. The diversity o~ the bills posed will testi~y to 
this. The lack o~ agreement at the moment temporarily ~ore­
stalls legislation. What compromise may result is impossible 
to ~orecast. It seems quite probable that there will be a 
compromise which involves a recombining or rome or these bills 
* with some new ideas not yet presented. 
An example o~ the pressure ~or ~ederal regulation 
is pointed out in a recent issue o~ Labor Union where a 
convention or the United Automobile Workers o~ America, the 
American Federation o~ Labor, voted unanimously in their 
convention to ask Congress to establish a Federal Health 
Institute. The aim o~ the institution would be to eradicate 
such killers as cancer, heart disease, and poliomyelitis. An 
initial grant or one billion dollars was asked to starr and 
equip the ~inest possible laboratories and researdh buildings. 
It was pointed out that with the military and roreign aid 
running into ~igures so ~ar above this, certainly some compar-
** atively small amount might be devoted toward this research. 
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Not only has there been a demand ~or ~ederal action 
in the ~ield o~ accidemt and health, but the action at the 
state level is also contemplated. Almost daily the ~ Street 
* 45, PP• 1-13. 
** 38, P• 3. 
Journal and the Journal £! Commerce, to name but two of the 
many periodicals, have articles that will bear this out. In 
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a recent issue of the Insurance Digest by Taylor, the 
Associated Press is quoted as saying that a probe has been 
ordered of the "gyp" companies in California. A full scale 
investigation has been ordered by the Assembly Committee on 
Finance and Insurance in California. A full scale investiga-
tion is urgently needed. A hearing has been set in Los Angeles 
and the Better Business Bureau in that city has also stepped 
into the picture. This Bureau has asked that the committee 
subpoena officials of all the companies who have been the 
subject of complaints. These complaints have occurred where 
companies have sold health or hospitalization policiew and then 
* either provided grossly inadequate service or none at all. 
Another example of state regulation is shown in a 
recent article in the Weekly Underwriter on the state of Ill-
inois. The Director of Insurance, Mr. J. Edward Day, announced 
that the Illinois department is taking a leading role, with 
departments of other states, in a study of the benefits paid 
on accident and health insurance policies. Mr. Day points out 
that nearly four million residents of his state have purchased 
some form of voluntary hospitalization insurance. A survey 
of the payments by the various companies has shown a wide 
variance in the amount of benefits paid. A committee of 
insurance department representitives from mid-western states 
* 34, P• 163. 
recently discussed the advisability of establishing a minimum 
"loss ratio" to be required, under existing legislation in 
some states, and under new legislation in the others. It 
happens that under the Illinois law the state has no power 
of regulation over the health and accident insurance rates. 
Such regulation, it was pointed out, would be extremely diffi-
cult due to the large variety of contracts that are offered. 
The insurance department in Illinois approves the language 
used in every policy form sold within the state. At the pres-
ent time the department is examining over twelve thousand 
* insurance forms annually. 
Other states have acted similarly to Illinois and 
California. Perhaps part of the reason for this activity was 
due to the existing debate on states rights versus federal 
rights. Mr. George L. Ekern points to the Tenth Amendment in 
a speech at a meeting of the Health and Accident Underwriters 
Conference. This problem of the federal rights (lfThe powers 
not delegated to the United States by the Constitution, nor 
prohibited by it to the States, are reserved to the States 
respectively, or to the people.") was also pointed to in 
the South Eastern Underwriters Association decision which was 
handed down in 1944. This decision reversed the earlier ideas 
which stemmed from the case of Paul versus Virginia. Thus 
the issuance of an insurance contract was considered to b e 
commerce and commerce is controllable under the Sherman 
* 33, P• 160. 
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Anti-trust Act. Following on the heels of this action the 
federal Congress passed what is referred to as Public Law 15, 
in 1945. The court activity seemed to put down the question 
of the states rights versus the federal rights in the case of 
Robertson versus the People in the State of California. The 
court in part thwarted an attempt to allow a "back door inva-
sion" by the government. The court in this case upheld the 
validity of the California statutes prohibiting anyone acting 
as an agent for a non-admitted insurer, and requiring the li-
censing of an insurance agent. In this case the court stated, 
"The Southeastern decision ••• ••• did not wipe out the 
experience of the states in the regulation of the business 
of insurance or its effects for the.continued validity of that 
* regulation." 
The Public Law 15 which ties into these cases grants 
a moratorium to the states giving them up until the thirtieth 
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of June, 1948, to enact whatever legislation is necessary to 
effectively regulate the insurance business. It was a question 
of the states enacting their own legislation and cleaning 
up their own insurance business or having the possibility of 
the federal government stepping into the picture and doing it 
for them. Whether or not the federal government would be 
able to take over the various and sundry problems that are 
conducted by the state insurance departments is certainly a 
questionable thing. The effect of this threat apparently has 
* 18, P• 122. 
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been sufficient to cause most of the state insurance departments 
to get together in a better form of cooperation (considerably 
enhanced by the National Association of Insurance Commissioners). 
It is probable that as long as we have the present form of 
government we will never get to direct federal control, partic-
ularly because of the magnitude of the problems involved in 
such an operation. Another reason is the psychological factor 
inherent in most of our people who do not wish to have their 
* rights restricted. 
H. Workmen's Compensation 
Workmen's compensation insurance should not be 
omitted in a study of this type. The close relationship of 
this business to that of accident and health insurance is more 
prominent now than it ever has been in ita history. The work-
men's compensation insurance has been in force for a good many 
years although not as long as accident and health. The 
principles Which caused this to come into existance are much 
the same as those of accident and health since there was a 
practical social need for workmen to be offered economic 
protection against the hazards of situations which are unavoid-
able • These hazards are essential parts of the processes 
which in turn are a basic part of our civilization. Workmen's 
compensation has partially compensated for these hazards. 
Workmen's compensation provides medical expenses, 
* 18, pp.: l20rl28. 
which included hospital and surgical services, in the event 
that a workman sustains an injury or certain specific disease 
arising out of or in the course of his employment. It also 
covers a part of his earnings When he is out due to illness 
or accident beyond a specified period of time. The various 
state laws have become fairly uniform over the course of the 
years although the media through which this protection is 
provided varies considerably. Some states have a monopolistic 
state fund in which the state law requires that all employers 
who need workmen's compensation insurance obtain it from the 
state fund. All other types of carriers are prohibited from 
writing this class of business within the state. Other states 
have what is called a competitive state fund. This is one 
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that competes with other admitted carriers in securing business. 
It may enjoy some advantages, such as freedom from taxation, 
* but it lacks freedom in choice of underwriting risks. 
The more common type of protection in this field is 
on the basis of optional selection of carrier under a competi-
tive system. In this case the employer is merely required by 
law to carry a certain minimum amount of protection for his 
employees at all times. His selection of carrier is left 
entirely at his own discretion. Along with this is the right 
of the employer to self insure provided he is financially 
capable. The workmen's compensation policy is united with the 
employer's liability policy to cover the employer's financial 
* 12, Question 10. 
responsibility to his employees. Some cases arise which do 
not fit under the standard workmen's compensation policy and 
it is essential that the employer's liability feature be in-
eluded for complete protection. Some compensation laws are 
optional and the employees may elect not to come under the 
compensation system. In other cases the minimum number of 
employees, or a wage restriction determines the eligibility 
for compensation. Industrial injuries may be excluded by 
statute or interpretation if they are not "accidental". Stat-
uatory provisions and court interpretations also result in 
other miscellaneous exclusions from compensation benefits. 
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This accounts for the continued use of the employer's liability 
* part of the policy. 
The outgrowth of the Industrial Revolution gave 
special success to individual enterprise. Some of the social 
theorists, who identified the competitive spirit of capitalism, 
saw it as survival of the fittest. Some, like Herbert Spencer, 
made this into a religion. Some, like Karl Marx, preferred 
security and were willing to go to any extreme to get it. 
All of them saw the same problem although they had considerably 
different feelings about the approach to it. In this country 
workmen's compensation seemed a natural means for providing 
the needed protection for those who might otherwise lose out 
in the competitive race. 
It is easy to see now how outmoded some of the earlier 
* 12, Question BA. 
thoughts were, if one looks back some few years. One of the 
old doctrines was that of assumption of risk. It forbade a 
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man to recover for the consequences of any condition of employ-
ment, such as unsafe premises, particularly, in the event that 
he was aware of this situation when he took the job. Under the 
old common law of England, employees had no special privileges. 
If they were hurt in performing their work they had the same 
legal remedies that were available to other members of the 
public. The simple devices and industrial processes in the 
earlier years offered no particular hazards. The problem of 
furnishing workers with a special legal protection did not 
arise. 
It is interesting to note some of the earlier court 
reactions. Instead of working to broaden the responsibility 
of the employer it was narrowed. This was done by the doctrine 
referred to as the fellow-servant rule. This provided that an 
employee, injured through the negligence of another employee, 
had no recourse against their common employer. This defense 
eliminated most of the small protection that was left to the 
* employee. · 
Arising from this picture was a demand for some form 
of protection for these workers. Since the development of the 
workmen's compensation insurance much has been done in this 
field. Some of the insurance companies, in order to reduce 
their loss ratio picture, have expended considerable effort in 
* 13, P• lOo 
loss prevention. Like the volunteer fire brigades that were 
established by the fire companies to reduce fire losses, 
industrial engineering was created to reduce industrial 
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accident losses. This was done through the worker education 
programs, safety devices for the workers in the form of shoes 
and eyeglasses, or by safety devices on the machines themselves. 
Great accomplishments have been made as a result of this 
activity. 
Industrial hygiene has been associated with loss 
prevention through the study of the causes of, and the prevention 
of, industrial ailments. Samples of the air of the policy-
holders' plants have been taken to measure the concentration 
of irritating or toxic agents. Recommendations from these have 
frequently eliminated lead poisoning and silicosis. Industrial 
preventive medicine is closely allied to industrial hygiene. 
It had been found that accidents have frequently been caused 
by the physical or mental condition of the worker. Substand-
ard hearing has been corredted by bringing it to the attention 
of the worker and having the deficiency cared for and has 
often resulted in a lower personal accident rate for the 
employee. 
Claims medical services have had their part in this 
activity. For example, in one case where a man sustained a 
broken leg in an industrial accident, the bones failed to set 
and the man's own physician recommended amputation. The 
insurance carrier, however, x-rayed the limb and sent photo-
graphs to its consultants in a metropolitan city. The man 
was sent there where a specialist success~ully performed a 
bone graft, thereby saving the leg. 
Lastly, and more recently, a field has developed 
that is commonly called rehabilitation. In this efforts are 
bent toward recreating new human beings from those who would 
have previously been considered broken wrecks. In this field 
amputees are frequently outfitted with artificial limbs. 
Then they are given schooling, mentally and physically, so 
that they are able to become useful, self-sufficient citizens 
again instead of a drain on themselves, their family, and 
society. 
Looking at the general picture there has been a 
marked decrease in industrial fatalities since the first 
workmen's compensation law was passed. In 1913 the number 
of industrial fatalities per one hundred thousand workers in 
Massachusetts was forty four and a half. In 1950, the 
corresponding number was a little over twelve or a decline of 
seventy three per cent. The National Safety Council indicates 
that the number of industrial fatalities per one hundred thou-
sand in the entire country in 1928 was forty two and a half. 
In 1950 the same figure was twenty six which shows a reduction 
of thirty eight per cent. In the states where a state monopo-
lized fund is in force the same good results do not prevail 
that are shown where free competition exists. For example, 
in Ohio, which is the only large industrial state with a 
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state monoplistic fund, there is apparently far less loss 
prevention. Ohio's industrial fatality rate has only fallen 
by thirty per cent since 1917 while the Massachusetts rate 
fell sixty nine per cent, New York fell fifty per cent, Illin-
ois fell sixty per cent, and Pennsylvania fell by seventy 
* eight per cent. 
The field of workmen's compensation does a consider-
able work in offering security to the workers and their 
families. Although the magnitude of industrial accidents is 
great, it should be remembered that percentage wise there are 
far more accidents and illnesses ~ich cause lost time to our 
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industrial economy today, which do not rise out of the workers' 
employment. Therefore, many writers of accident and health 
insurance have turned to the writing of additional non-occupational 
coverages as well as occupational ones. With respect to 
accident and sickness weekly benefits many of the accident and 
health writers have stepped in to alleviate the large gap 
between the benefits afforded under the workmen's compensation 
and the actual current day earnings. It might be remembered 
that workmen's compensation basically provides a portion of 
the salary up to a maximum of twenty six dollars per week and 
the average earnings today are close to seventy five dollars 
per week. 
In closing this subject it might be of interest to 
note some of the actions in the field of workmen's compensation 
* 13, PP• 15-23. 
in alliance with the accident and health underwriters. 
Frequently it has been the habit of workmen's compensation 
writers to extend coverage to company sponsored athletic teams 
under a voluntary workmen's compensation endorsement. This 
endorsement was attached to the basic policy for a small fee, 
and extended the coverage to the players. Today the growing 
tendency is not to alter the workmen's compensation policy. 
but to provide a blanket accident and health policy which 
extends the specifically needed protection to these classes 
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of persons. Frequently the accident and health underwriters 
will bend over backward to write a risk related to the workmen's 
compensation that they would not normally write without it. 
Thus, the accident and health departments have frequently 
absorbed some of the previous sPheres of high frequency losses 
which had fallen before to the workmen's compensation under-
writer. Also there are an ever increasing number of employers 
who for one reason or another do not come under the scope of 
the workmen's compensation insurance who are seeking accident 
and health coverages to alleviate their particular problems. 
v. The Current Situation 
A. Sharp Increase in Regulation and Control 
Insurance departments throughout the country have 
improved considerably in the past few years. The activity 
in the field of insurance has so progressed that the depart-
ments today can hardly be discussed in the same breath with 
those of the past. Then the insurance departments of the 
various states were mainly large stamping bureaus. The regu-
lation of insurance had been given little consideration by the 
populous. There had been no impetus for the departments to 
try to improve the situation. Since insurance departments did 
not have public pressure behind them it made them recorders 
of policy forms and rates and the departments were extremely 
small. The budget approved for the salaries of trained per-
sonnel to do an adequate policing job was not approved and the 
department was unable to successfully maintain control of the 
industry. More recently, however, the pressure has been 
brought to bear in the necessary places to force the approval 
of larger budgets. This enables the departments to employ 
additional trained personnel who now have the time to review 
more closely these policy forms which are being filed by the 
thousands. 
The results of this additional reviewing have been 
felt. They show that what occurred in the past has apparently 
been contrary to the legislation under which many of the 
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companies have been operating. They filed forms revising their 
present forms and ran into extreme difficulties in obtaining 
the insurance department's stamp of approval. The legal staffs 
of the insurance companies have received rejections or very 
comprehensive questions from departments which had heretofore 
replied to the filing within two days. This speed of reply 
on the filing had only been indicative that no close scruit-
iny had been made of the forms. The activity in all probability 
will prove to be one of the major advances in the regulation 
of the industry since the turn of the century. 
To specifically point this up one need only turn to 
the daily commercial newspaper and read the comments in the 
insurance section. A specific case of great interest in in 
the state of Georgia. There the Bankers Life and Casualty 
Company received a telegram that its license would not be re-
newed. The company immediately filed a petition for a mandamus 
as whether or not the action should have been brought in 
Commissioner Cravey's home county where, it is stated, he is 
on better speaking terms with the judges. The action in this 
case turns out to be two-fold. First, the insurance depart-
ments now have a new weapon which before had been unheard of. 
Under the recent law sponsored by Commissioner Cravey the 
license of the insurance companies to do business is a year-
to-year privilege and a renewal can be denied at the whim of 
the insurance commissioner. This, of course, puts an insur-
ance company in a rather uncertain position·in the event of a 
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long term lease on their building, should the .coiiiDlissioner 
be unfriendly and refuse to renew the license. More important 
than the construction or rent of a building is the effect of 
such activity on the policyholders. All of this activity falls 
into the field of politics. It is an excellent example of 
how the federal regulation over the states may become increas-
ingly necessary and important. There have been innumerable 
articles written which might cause the reader to wonder about 
the actual value of the opinions of the court, as handed down 
by the Georgia Supreme Court. 
On the other hand it appears that the cause of the 
suspension of this license was due to numerous infractions of 
the Georgia laws by the Bankers Life and casualty Company. 
If this is the case it may be that the need for curtailing the 
activity in this field of insurance is perfectly justified. 
Thus the change to the year-to-year renewal of the rights to 
do business is a strong hold over the insurance companies. 
It would force them to pay more attention to the laws which 
* theoretically are designed to protect the general public. 
The general field of insurance is due for consider-
able policing and cleaning up. The National Association of 
Insurance CoiiiDlissioners has recently received an abrupt 
awakening through the example set by the new director of 
insur~nce for Illinois, Mr. J. Edward Day. Mr. Day made his 
initial bow at the meeting held in Los Angeles. Shortly 
* 39, PP• 5, 90. 
thereafter it was stated by "usually reliable" sources among 
the industry, whose job seems to be to keep an eagle eye on 
persons and things regulation wise, that here indeed was a 
* commissioner who would bear watching. Since this beginning 
the Illinois Commissioner has not only started an active 
campaign in Illinois, but he has started a general movement, 
particularly through the midwestern states, for a crusade to 
correct deficiencies which have existed for years. Apparently 
Mr. Day plans to use the full power of his office to make 
state regulation a living and vital force. 
Not long after the June meeting at Swampscott, Mro 
Day gave the accident and health underwriters one of the 
bitterest tongue lashings they have ever received. He even 
went to the point of raising the question of bad faith as 
regards the desires of some segments of the industry to bring 
about a situation where a greater proportion of premium dol-
lars will b~ paid out in losses. Whether this arose from the 
fact that the Sub-Committee on Minimum Requirements, Benefits 
and Fair Trade Practices made no report at Swampscott is 
unknown. Since Mr. Day is a member of the Accident and Health 
Committee, however, there is a strong possibility that this 
is the case. 
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The comprehensive study of the benefits paid the 
accident and health policies brings about certain observations 
by Mr. Day. According to Mr. Day, nearly four million residents 
* 41, P• 41. 
in Illinois have purchased some form of voluntary hospital-
ization insurance. He also found that some companies are 
applying as little as fifteen cents of the dollar in benefits. 
Another point that was brought out in a discussion with 
representitives from midwestern states was the possibility of 
establishing a minimum loss ratio to be required under 
existing legislation in some states, and under new legislation 
in the others. 
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Some other points brought out by his study are 
related to policy forms. According to Mr. Day, his department, 
alone, is examining twelve thousand different forms annually. 
The insurance industry is arguing that they are continually 
trying to revise their policies to meet new developments and 
loss ratios. Mr. Day has replied that he wonders whether or 
not there might be a practice on the part of some companies 
of revising policy forms periodically so that the experience 
on them would always be immature. 
Mr. Day states that it is essential for certain 
companies to wake up to the short sightedness of excessively 
restrictive or expensive accident and health policies and 
practices. It is his impression that the public is all too 
willing to buy accident and health insurance without adequate 
prior investigation. As a result there is a loud cry arising 
from those persons who, all too late, find that their policies 
should more adequately be called sieves. 
These problems that are pointed out by Commissioner 
Day call for some sort of recapitulation. It was carefully 
pointed out in his prepared statement that it would be far 
better for the industry to take care of this problem itself 
rather than require new legislation or new fields of 
departmental action. The possibility of self-policing by 
the industry will require some severe tightening to accomp-
lish, since most people agree that the perogatives of the 
Bureau of Accident and Health underwriters, the Health and 
Accident Underwriters Conference, and the International 
Association of Accident and Health Underwriters are jealously 
guarded. It would be necessary that these organizations 
unite on a common front to avoid a combining by the state, 
and perhaps, the federal authorities. There was no cohesion 
in the mail order field until the Federal Trade Commission 
stepped in. Action was produced then - and fast. There was 
an association rapidly formed to draw up a code of fair 
practices for its own members in hopes of staving off federal 
intervention. A similar situation may appear here in this 
* field. 
Not only has Commissioner Day of Illinois spear-
headed a campaign in his own state, which is being felt by 
midwestern states very strongly, but other states have turned 
to a cleanup campaign of the insurance industry. In Virginia, 
for example, the House Committee of Insurance and Banking has 
approved a one hundred eighty six page bill to recodify and 
* 41, PP• 41-46. 
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revise that state's insurance laws. The attempt of this bill 
is to bring order and uniformity out of the hodgepodge of 
insurance laws which have grown up over a period of years. 
Two sets of amendments suggested in this connection would 
permit the Bureau of Banking to audit all policies written 
by casualty companies. 
In the state of Kentucky a bill has recently been 
i~troduced into the House which would alter the workmen's 
compensation benefits for injuries, disability, and death. 
This bill would make the employer liable for the furnishing 
of initial artificial arms or legs, in addition to medical, 
surgical, and hospital treatment. It would increase the 
weekly benefits from twenty three to twenty six dollars maxi-
mum. It would raise the maximum liability from eighty six 
thousand dollars to ninety five thousand dollars. 
In Michigan there has been some criticism relative 
to insurance department hearings. In one case in particular, 
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it was contended that a special deputy handed down an 
exceptionally severe penalty after the hearing. Arising from 
this an analysis of the law was made. The department's legal 
counsel indicated that the Commissioner, after once having 
named a deputy, had no further right to interfere and the 
deputy's decision must stand. Consequently, a bill has been 
introduced in the State Senate by Senator Creighton Coleman 
which would prescribe public rights in hearings, or similar 
administrative proceedings before state administrative agencies, 
* such as the insurance department. 
From the above paragraphs it can be seen that there 
is a broad general tendency throughout the country for some 
housecleaning in the insurance field. This applies both to 
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the activity of the insurance companies as well as the activity 
and laws regulating this field through the state insurance 
departments. The general effect on the public as a whole 
should be of major consequence. 
With respect to federal intervention, it has 
apparently come to the attention of the persons in control of 
the individual companies and the state insurance departments 
that this action is a must in order to remove the possi~ity 
of federal intervention. The present tendency toward greater 
and greater assumption of powers in this sphere is fairly 
obvious. The government's favorable attitude toward socialized 
medicine and the welfare plans extended under the social 
security program will undoubtedly be broadened to completely 
engulf the accident and health field, unless sufficient gains 
are made by industry itself in cooperation with the state 
departments of insurance. These gains will have to be of 
such proportions as to completely satisfy the basic public 
demands. If these demands are met the industry can probably 
look for the accident and health field to come from a position 
of minor importance to one of equal magnitude with workmen's 
compensation and fire. 
* 29, p. 10. 
B. Group Insurance Classed !! Additional Income 
The classification of group insurance as additional 
income is a recent concept by the Wage Stabilization Board. 
As was pointed out in Part IV of this study, when the wages 
were originally frozen during the war the employers increased 
the benefits to their employees in increased welfare plans, 
paid vacations, and accident and health benefits. However, 
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on September 8, 1950, the Congress of the United States passed 
the Defense Production Act of 1950. This Act gave the Presi-
dent of the United States authority to set up a Wage Stabiliza-
tion Board. This board had certain regulations and resolutions 
which, in substance, put all of the group insurance departments 
in the adcident and health field out of business. The 
definitions, under regulation nineteen of this act, stated 
that employers could not contribute additional salary contin-
uation plans, paid vacations, night differentials, accident and 
health programs, and so forth. It is not a crime on the part 
of the employer to contribute, but if he does he may not take 
credit for that cost on his income tax. The effect of this is 
that the employer, who naturally is in business for a profit, 
is no longer able to increase these extra benefits for his 
employees. 
On January 26, 1951, Economic Stabilization Administra-
tor Putnam issued notification that as of January 25, 1951, 
this law was effective. The means by which wage increases 
could be granted or group insurance purchased was by the 
employer filing for permission with the Wage Stabilization 
Board in Washington, D. c., on forms which were available in 
the local offices of the Department of Labor. This started 
a small flood of mail to the Wage Stabilization Board. The 
Board was constructed so that it could handle four thousand 
applications per week, but they began to arrive at the rate 
of six thousand. Consequently the Board got farther and 
farther behind. 
It might be well at this point to mention certain 
basic increases that are permissable under the Standard Plan. 
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An average of ten per cent may be given over the January 1, 1950, 
scales as a cost Of living increase. This might range from 
five to fifteen per cent as long as the average was not above 
ten per cent. A four per cent across the board increase could 
be given on merit and longevity. 
The result across the entire country was one of 
disfavor. Pressure arose form all sources so that it was 
necessary for some action to be taken and the Wage Stabiliza-
tion Board gradually relaxed their restrictions after ten 
months of consideration. Wage Stabilization Board Regulations 
have been established which free group insurance substantially 
from stabilization control. Economic Stabilizer Putnam 
signed regulations which give automatic approval to health 
and welfare programs in which the employees pay at least 
forty per cent of the gross cost. Automatic approval is offered 
to plans in which the employee contribution falls below the 
forty per cent mark, if the plans do not call for paid sick 
leave, large hospital and surgical allowances, and long rest 
cures. These benefits do not count against wage increases 
permitted in other rules of the board. The new criteria is 
contained in general wage regulation nineteen and resolution 
seventy eight. It is these regulations which define the 
various types of health and welfare benefits that do not 
require formal approval. All plans, however, whether within 
the permitted formula or not, must be filed with the Wage 
Stabilization Board in Washington, D. C. These plans within 
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the regulation may contain hospital, surgical, in-hospital 
expenses, and group life and accident protection, for the 
employee and for the dependents. This broadening of interpre-
tation has the effect of a fairly broad relaxation which puts 
many group accident and health insurance departments back in 
business and has cut the number of approved filings considerably, 
It will enable the board to more adequately handle those 
requests which need formal approval. 
c. Expansion~~ Field 
The competition in the insurance industry as a whole 
has been comparatively keen. Within the industry the competi-
tion within the accident and health field has been even keener. 
It is at the present time, apparently the fastest growing part 
of the entire business as shown by an increase of fourteen 
*37,p.l. 
per cent of net premiums written in the past year which brings 
the volume up to the substantial sum of one billion three 
hundred million dollars. Of this amount approximately fifty 
eight per cent is in individual policies. The remainder is 
* in group insurance. 
Where there is a high premium income with a lot of 
activity people naturally are attracted, since they are 
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forever searching for a place to invest their money and efforts 
in hope of realizing a profit. The competition in this field 
may be noted by the fact that almost every week one may see 
the anouncement of the entry of another life or casualty 
company into this fiad. For example, the Bankers Life Insur-
ance Company of Des Moines, Iowa, has recently decided to 
enter the individual accident and health field with commercial 
type policies. The decision was reached after months of 
careful study in order to permit them to adequately serve their 
clients' personal needs. According to President E. M. McConney, 
it will take approximately one year before the policy forms and 
internal structure are completed. The anticipation of that 
company is that they will be able to provide equally effective 
protection for the individuals who do not have group insurance 
** as well as those who do. 
To substantiate the general trend of the field a 
review of the Taylor Accident and Health Insurance Digest from 
October 1951, to January 1952, shows that thirty companies have 
* 41, p. 44. 
** 21, P• 2. 
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announced their intention to enter the accident and health 
field. From this one would come to the conclusion that the 
field must certainly have potential value in relation to 
possible premium income against the anticipated premium losses. 
It stands to reason that these large companies are not going 
to spend their time and efforts in entering a saturated non-
profitable field. The various companies have come to this 
conclusion after considerable analysis by their ablest men. 
The competition in the accident and health field 
prior to the past war period had been one which resounded from 
the fierce manner in which it was conducted. Every salesman 
would struggle and strain to point out that the present policy 
that was carried by the individual was worthless and that the 
insured, unless he had one of the new"super" policies, would 
probably run into a financial catastrophe. In other words, 
they preyed on the inability of the general public to read 
a policy contract and properly understand its structure. They 
also used innumerable court cases which were quoted as 
substantiating the sale, but all too frequently they gave only 
partial truths reported out of context as reference. The 
natural reaction of these persons among the public who had 
been so sold was extreme anger, as well as chagrin, at having 
believed in fancy named policies which provided such high 
limits of protection for the serious type diseases (brain 
tumors and black plague} but only provided a tiny amount of 
money for the common ailments. 
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The loss ratio of fifteen per cent that some companies 
have been able to get by with in the past is probably gone 
forever. Recent warnings by the various insurance departments 
indicate that state and federal authorities are aware of this 
type of transaction and that the insurance industry had better 
heed the warnings and bring their business around to more 
sound practices. Failure to do this will undoubtedly bring 
in legislation and the field will be worse off than ever. 
D. Broadened Coverage 
The mounting competition mentioned in the preceeding 
paragraphs has its beneficial effects. The public becomes more 
adequately protected by the new policies, since each policy 
coming out has one more item of protection in it than the 
preceeding one. This is so because it is impossible to 
increase the premium charged for these policies beyond a cer-
tain limit without pricing them out of the market. There is 
a definite amount of money beyond which the public will not 
buy ~nee it becomes too expensive in relation to the benefits 
received. Thus the companies strive at every turn to broaden 
their policies without broadening their costs. This action 
is the only basic means of sales promotion that is left in the 
field. 
The public is fairly well informed as to the relative 
cost of this protection since the advent of Blue Cross and 
Blue Shield and all of the group writings. They know that one 
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can not today get comprehensive coverage without paying for 
it. The earlier policies issued by the newspapers for example, 
could because of their extremely low price, afford only a 
limited assortment of benefits. On the other hand it does 
not save the average person anything if he is required to pay 
five hundred dollars a year for an accident and health policy. 
At that rate he would do better to self insure. That is, he 
could put five hundred dollars into the bank each year, which 
would draw a small amount of interest and at the same time 
would be immediately available to him in the event that the 
unforeseen illness or the unanticipated accident should occur. 
If no accident or illness did arise he could, in a four year 
period, stop paying into this fund and have thereafter available 
to him the equivalent of a sizeable accident and health policy. 
The insurance companies realizing this, have had to set their 
premiums comparatively low, that is under one hundred dollars 
a year for an individual family plan, and generally under 
sixty dollars a year for a group family plan. 
Some of the coverages which have been broadened and 
are today quite comprehensive, are the same policies which were 
originally issued back in the early 1900's, but are without 
the exclusions. For example, under the accident medical ex-
pense coverage the original definition contained the words 
accidental means. That would mean that the insured person 
was not completely covered in the event of an accident since 
the accident cause must be through some outside factor. For 
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examule, a man standing on a stepladder washing his windows, 
who forgot the height and stepped backwards, fell, and injured 
himself, was in a positi~n of possibly having his claim denied 
since there was no accidental means involved, However, in the 
same case, if the man was standing on the ladder and some 
children playing nearby bumped into the ladder and this knocked 
him off, he was covered. It brought him into the class of 
being injured through accidental means. Today the contract 
wording protects one for loss "resulting from injury caused 
£I!!! accident." All accidents whether by accidental means 
or not are now covered. 
In addition to this item the interpretations by the 
claims departments are becoming broader and broader with the 
passage of time. For example, under the blanket medical expense 
coverage the claimsmen are interpreting the policy to extend 
coverage for all expenses required to make the patient well 
physically and mentally. They have been known recently to pay 
for necessary travel expense incurred due to the patient's need 
for a specialist in a different city. This attitude is about 
as broad as could be expected and still allow the insurance com-
panies to remain in business on a profitable basis. It is not 
only with the accident coverages, but with the hospital and sur-
gical coverages as well, that this broadening effect has arisen. 
In addition to the broader coverages issued there 
are now more people able financially to stand the cost of the 
family policy. The basic cost of the coverage has not 
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increased proportionately to other commodity costs. In~lation, 
which has pushed wages to an all time high, has seemingly made 
more money available to these people. Thus, the accident and 
health policies are available to these people. Along with the 
~act that more people now can purchase accident and health 
policies ~inancially, the insurance companies, again arising 
~rom competition, have dropped some o~ the bars and restrictions 
which prevented persons ~rom being able to purchase contracts 
earlier. They now allow them the privilege o~ being insured. 
For example, the policies written ~or women were ~requently 
cancelled When the woman reached age ~i~ty nine. Men were 
cancelled at age sixty five. Now policies are written for 
both men and women up to age sixty five usually, and in some 
cases are renewed as long as the insured wishes to pay the 
premium. A common practice, and probably a sound one, is to 
increase the premium slightly with age risks over age sixty 
~ive. On this same subject o~ ages many companies are now 
providing protection for dependent children, not up to age 
sixteen, but to age twenty one. Age twenty one, however, is 
not allowed in four states where the age is eighteen (Utah, 
South Carolina, New York, and Connecticut), and the territory 
of Hawaii where the age is nineteen. It is interesting to 
note that the new Standard Provisions Law which is the subject 
of the National Insurance Commissioners activity ~or uni~orm 
activity in this ~ield calls for a dependent age limit o~ 
eighteen years for children under a family disability policy. 
This has the effect of forcing a college student to carry a 
policy in his own name which as the named insu~ed is more 
expensive than as a dependent child. IVhether this is an 
advancement or not is open for debate. 
E. Miscellaneous Programs 
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With the beginning of such organizations as Montgomery 
Ward, a new type of activity came into the accident and health 
field. The idea was born that perhaps insurance c011ld be sold 
without a salesman and broker. The idea took hold reasonably 
well and developed to a rather substantial size. This type 
of solicitation is going on today and must be considered by 
anyone studying this subject. 
Mail order insurance presents a little different 
type of problem than that created by the basic types handled 
by brokers and agents. First of all, from the policyholders' 
side of the picture, the payment of premiums and handling of 
claims is considerably different due to the time lag involved. 
Should a man become sick or injured it is necessary to write 
to the company giving the story and waiting for the reply. 
As happens in most cases, the information is incomplete and a 
second letter must be sent in order for the company to be able 
to determine if there is a valid claim. Having determined the 
claim to be valid under the contract the next problem that 
exists is to determine the duration. In the case of an accident 
or sickness calling for a death benefit or bill for a hospital 
confinement the presentation of the facts, substantiated by 
a proof of loss, will bring forth the just payment from the 
reputable companies. In the case of disability benefits such 
as accident and sickness weekly benefits the difficulty arises 
in the presentation of periodic proof of loss upon which 
evidence the companies will pay. This has been one of the 
problems that has made brokers and agents the hard competitors 
of the mail order houses. 
The situation from the cost standpoint is favorable 
to the policyholder in that the acquisition expense is consid-
erably less, which makes the ultimate cost to the consumer 
less. The commissions paid are eliminated and only the low 
cost of mailing and advertising are included. The mail order 
houses can be located in low rent areas and therefore are not 
in a highly competitive labor market. These savings can all 
be passed on to the consumer. 
Another difference between the mail order houses and 
the regular insurance carriers is the licensing problem, which 
is a lot easier for the mail order houses. The selection of 
risks is a lot better also for them, in part due to the lack 
of brokers and the resulting lack of pressure to write an 
occasional substandard risk. Since there are innumerable ways 
of obtaining the lists of men in the better positions it is 
easy to be quite selective. Many companies will write only 
persons who would be eligible for a Preferred Risk policy 
issued by a life insurance company. The Illinois Commercial 
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Menb Association is a good example of this. They will only 
write males who are in business or professional type positions. 
The absence of female writings makes the loss ratios decidedly 
better, thus the ability to reduce rates and become more 
attractive. The greatest problem in front of these concerns is 
the long distance handling. Secondly, that fact that accident 
and health insurance has to be sold, so that they have to 
rely on excellent advertising in competition with salesmen who 
are on the scene. Thirdly, the question of a little higher 
rate, but personal attention is weighed by the prospective 
policyholder and frequently - cost is not all important. 
Recently there has been a terrific amount of activity 
in the revision of policy forms. Commissioner Day of Illinois 
reported that there were over twelve thousand new policy forms 
filed in his state alone during 1951. Conservatively this 
would mean reviewing over fifty forms per day. Why are there 
so many changes going on? 
One of the reasons, and perhaps the most important, 
is the fear of federal or state intervention. The appearance 
of social medicine on the scene has caused many companies to 
decide to step in and endeavor to accomplish the job themselves 
by providing the necessary insurance for the public against 
the high costs of medical care. Another reason is that this 
field is still unregulated as compared to fire, automobile, 
and workmen's compensation. However, the National Association 
of Insurance Commissioners is on the war path to clean up 
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the accident and health insurance field. In an effort to stop 
the commissioners from coming too much into the field many 
companies, now established, are able to revise their policies 
to do a proper job. 
Another factor in the changing coverages is the 
changing appeal of such things to the buying public. Continuous 
efforts are made to devise a new product. Basically there are 
very few really new policies. They are merely subdivisions and 
rearrangements of the same old coverages. Occasionally a 
company appears with a new idea or concept. An example is the 
catastrophe medical coverage introduced by Liberty Mutual 
Insurance Companies. They were followed thereafter by many 
other companies. This new policy included the well known 
deductible clause, the co-insurance feature, and the comprehen-
sive type of protection. Many companies are filing new forms 
to bring this or some variation of this to the public and 
because it is still in the experimental stage it will undoubt-
edly have to be revised as time goes on. 
The slot machine insurance should also be mentioned 
since it is in constant use today. In any airport in the 
country, a machine may be seen that will give one a package 
policy for a small fee. For example, a quarter will provide 
five thousand dollars payable to one's beneficiary if the 
insured is killed during a particular flight from one airport 
to another. In addition it provides certain other miscellaneous 
benefits most of which are of minor importance such as a small 
sum for notification of nearest kin, and a small sum for 
identification. 
This is not really a competitive type of insurance 
since it is operated on a franchise basis with the airport 
authorities. The insurance carrier pays the airport a certain 
amount and commission to install these machines. Once the 
investment of the machines is paid off there are only two 
expenses facing the company and they are the commission to the 
airport and the collection of the quarters. There is no 
expense of policy issuance since the buyer makes out his own 
short term policy and there are no dividends. Beyond this, 
the only loss is in the event of a plane crash. They merely 
have to establish that the policyholder was in the crash to 
pay off, so that there is almost no claims work. 
152. 
This is a very good insurance both for the company 
and for the public. From the company angle - the profit is 
very high. For the number of air miles traveled there are 
extremely few deaths. From the policyholder angle - one's mind 
is relieved to know that one's beneficiaries will not be left 
empty handed. The one drawback for this policy is for the 
man who travels a great deal, because at that rate (twenty five 
cents minimum per flight} the cost becomes prohibitive. For 
him it is preferable to buy an annual policy from an insurance 
company for a dollar and ten cents per thousand which will 
• 
cover any number of trips that he makes. For a dollar and a 
quarter per thousand dollars of coverage he will be covered 
not only for air travel, but any accidental death. 
One of the most limited type policies being issued 
today is the newspaper insurance policy. These policies were 
started about a dozen years ago for the prime purpose of 
holding up circulation of the newspapers. The traditional 
two and three cent papers were forced to increase their rates 
to four and five cents. More recently they have been forced 
to go to seven cents and even a dime in such areas as Los 
Angeles. With the increased costs of publishing, the 
publishers had to search for other means of revenue. Let 
us look at this problem briefly. 
Two thirds of the supply of newsprint comes from 
Canada. In 1938 the base price increased from forty two 
dollars and fifty cents to fifty dollars per ton. On an 
estimated consumption of four million tons in the United 
States this increase alone amounts to thirty million dollars. 
Not only has the cost of materials increased, but wages have 
been on a steady upward trend. This gives a brief indication 
of the increase in material costs. 
The cost of gathering news is also important in this 
picture. Due to censorship and propaganda the "official" 
sources can not be depended upon and this necessitates sending 
correspondents overseas. With the unrest in the world it 
will probably be necessary to increase rather than decrease 
the number of foreign correspondents. A few years ago the 
picture service was a negligible cost but today the annual 
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outlay is well over ten million dollars. 
Advertising is a limited and uncontrolable factor. 
A newspaper can not suspend operations if there is not enough 
advertising. It must be in the hands of the reader regularly. 
The other major source of income, subscription, actually 
only produces about fifteen per cent of the total revenue. 
With such an unbalanced situation it is difficult to give 
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equal service to both the subscriber and the advertiser. The 
newspapers have endeavored to level this off in order to attain 
their goal of equal service to both parties. 
The newspaper people had been so busy trying to 
solve their problems in the old traditional manners that they 
overlooked their greatest weapon of defense, namely their 
ability to sway public opinion. How many readers realize the 
numerous increased costs facing the publisher? He has the 
problem of keeping the consumer cost down and still getting 
the news to the public. The opinions most people have of 
newspaper work are the opinions created in a dream world -
Hollywood, California. 
Insurance is a definite service to the people. It 
supplies money at the hour of need. The newspaper's tradi-
tions follow this pattern of giving service to the public. 
Could these two organizations be united on a profit~ble basis? 
The newspaper, through its distribution channels could act 
as the collector of small insurance premiums. This facility 
would enable an insurance carrier to offer a policy at greatly 
reduced costs thus enabling people to have the benefits 
available which were heretofore beyond their reach through 
regular insurance channels. People are easily swayed and 
the proper claims procedure establishes the newspaper as a 
friend and benefactor. Then friends of these people become 
impressed by the newspaper's benefactions. Goodwill is the 
result. Illwill appears just as rapidly by poor handling of 
claims. Basically then, a volume of claims, properly handled, 
will bring the desired result. 
At first the plans were to give the insurance to 
those subscribers who had received the newspaper for sixty or 
ninety days. This was poor because people are suspicious of 
items that are given away, and secondly, it was impractical 
to give away coverage since money has to be used to pay the 
claims. The other system, that in force today, is to allow 
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the subscriber to purchase a policy at a very low price. This 
is fine except that the low cost is only able to produce a 
limited coverage. To the inexperienced eye the policy appears 
to be in good order, but to the experienced person it is 
difficult to construct a hypothetical 9ase which would actually 
be covered by the policy. It might be interesting to note that 
the Chicago ~ had the first policy which covered hospital 
expenses only and charged one dollar a month premium. This 
was underwritten on a franchise agreement basis by the National 
Casualty Company. It began because a competitor, the Chicago 
Tribune, came out with an accident policy. 
Some of these policies on the market are about as 
deceiving as anything could be. When a policy is opened to 
the first page the thing that stands out is ten thousand 
dollars for loss of life. The uninformed person then thinks 
he has a ten thousand dollar life insurance contract and 
that he is fully covered. He thinks he really has a bargain 
since it only cost him one penny a day. Look closely at this 
contract and see what it does cover. This policy is issued 
by the Inter-Ocean Casualty Company on form 133 for the 
Dallas Morning News and the Dallas Journal and extends no 
coverage for death by illness. As any insurance student 
knows, death by sickness or illness causes over eighty per 
cent of all deaths. Looking even closer it does not even 
provide for accidental death. It must be death "through 
External, Violent and Purely Accidental Means". This cuts 
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the coverage down by another fifteen per cent. This is not 
all, however. In order to collect you must be a fare paying 
passenger, in the place provided (in your seat only) in a 
railroad passenger car or a passenger steamboat. On top of 
all this the insuring agreement specifies that the policy is 
effective "provided the Insured is in good health and free 
from any injury ••• so long as the premium is paid in advance." 
The Detroit Times has a policy issued by the same 
carrier (form 133-DT) which covers losses if riding in a taxi-
cab or street railway car. Of course, all other conditions 
apply and the vehicle must be wrecked and must be driven by 
a licensed driver plying for hire and the insured must be 
seated (standing in the aisle is not covered). For the loss 
of life due to these causes the policy will pay not ten 
thousand dollars but fifteen hundred dollars. The benefits 
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diminish downward until the policy finally pays for certain 
specified conditions up to two dollars for first aid treatment. 
What type of claims have been paid under these 
policies? A look at a few cases will help one to understand 
what to expect of these policies. 
Occupation Amount Paid Nature of ~ Accident 
Houseman $2.00 Arm hit by fan and cut. 
Electrician 4.00 Ran into knife laying on a 
Laborer 
Teacher 
Saleslady 
Farmer 
Salesman 
5.00 
3.00 
3.00 
40.00 
3.33 
meat block, cut leg. 
Fell off stepladder, injured 
knee. 
Smashed finger with hammer. 
Attempting to rise, sprained 
her back. 
Moving radiator which fell on 
his back. 
Passing gravel truck threw the 
* gravel in his eyes. 
It must be remembered that the premium for these losses 
is one cent per day. It would seem that the National Association 
of Insurance Commissioners might do well to review these policies. 
* 56. 
Part VI. Conclusions 
A. Summary 
Accident and health insurance is no different than 
any other insurance. It has had its share of difficulties as 
well as periods of prosperity and success. At the moment it 
appears as though this type of insurance is about to come to 
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a fork in the road. The path on the left will lead to complete 
national socialization by federal regulation and ultimately 
a complete abolition of private accident and health insurance. 
The path on the right, which is probably the preferred course, 
will be the complete expansion of the accident and health 
field to make available to all citizens of the country at a 
reasonable rate, any type of coverage which will meet the 
basic needs of the people and will at the same time put the 
writings of this field at an all time high in the insurance 
industry. 
The turn of the century saw accident and health 
insurance in the position of writing extremely limited policies. 
Since there were practically no automobiles there was no 
automobile coverage. There was, however, an extremely large 
network of railroads which had only recently been put into 
operation. Like most new fields of endeavor it produced 
several disastrous wrecks. The result was the creation of 
fear in the minds of the public of riding on that type of 
transportation without some form of protection. This gave 
rise to the railway ticket industry. Shortly a£ter this the 
development of the automobile produced another effect on the 
public. At the same time the industrialization of this 
country began to take hold and bring in the problems of 
industrial accidents. Again with the new machines in industry 
and lack of adequate braking facilities on the automobiles 
the cry came, not only for railway insurance, but for insur-
ance against accidents occurring with other types of common 
carriers. 
In this period of expanding prosperity the insurance 
underwriters were experimenting with health insurance which 
was only being sold to those who had accident insurance. 
The protection had been extremely limited and up to that time 
only covered house-confining disability. During periods of 
rising prosperity the trend of accident and health insurance 
seemed to be one of a broadening nature. This pattern held 
true at that time. Policies were broadened by a partial 
elimination of the house-con£ining requirement, by a reduction 
of the waiting period, or by the addition of trick benefits. 
With the advent of the first World War the whole 
field was dormant. Immediately following the war the nation 
suffered a depression which led to conservatism among the 
underwriters. The broadened commercial forms were rapidly 
drawn back. The accident coverages during this time were 
considerably expanded since the losses anticipated during the 
war were not nearly as disastrous as expected. 
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Following this depression the underwriters again 
began to expand the coverages gradually. As the nation pros-
pered during the twenties the sale of such policies as the 
non-cancellable type end the life insurance contracts with the 
life time disability coverage attached became extremely 
common. The crash of 1929 caught the life and casualty com-
panies completely unaware. Again the underwriters had to 
rapidly revise their attitudes to a strict conservatism. 
This conservatism was more noticable in health insurance 
which became almost non-existant at this time. 
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This extreme attitude on the part of the underwriters 
in the insurance industry left the public with a drastic need 
for some type of protection against hospital expenses. At 
the same time the hospitals were in danger of insolvency due 
to the inability of patients to pay their bills. The public 
found themselves striving for some sort of security. The 
activity in the field of union bargaining brought this to a 
climax. The administration had been endeavoring to prevent 
complete collapse by pouring huge amounts of money into circu-
lation. It was hoped that this would stimulate the business 
cycle. The administration was also in favor of some sort of 
security for the people and the reception was favorable to 
suggested legislation. The well known Social Security Act of 
1935 was enacted. 
Arising from the chaos of the depression in the 
thirties was a comparatively new idea in the field of prepaid 
medical expanse. This was known as Blue Cross, a non-profit 
service organization. The theory of its foundation was to 
enable the hospitals to insure the payment of their expenses 
by having their patients covered under a prepaid cooperative 
medical plan. This plan, which started in Dallas, Texas, 
immediately became popular and grew with great rapidity. It 
also filled the need of the public for spreading the cost of 
medical expenses over a large number of persons and thereby 
gave the individual parson the opportunity of participating 
that.had been withdrawn by the private underwriters after the 
depression. This ooverage took the form of hospitalization, 
paying for the cost of room and board for a specified period 
of time, and paying for some of the drugs and medicines which 
' 
ran concurrently with hospital confinement. 
With the approach of the forties the social advances 
and the demand for social security encouraged companies to 
begin once again the active solicitation of health insurance. 
The underwriters had awakened to the fact that the small 
amount of health insurance that had been written had proved to 
be extremely expensive. The only health insurance written was 
for policyholders who ware also accident policy holders and 
persons who had voluntarily sought out this type of coverage. 
Persons who seek this coverage are usuall~ the persons who are 
in need of the coverage and thus gave the companies an adverse 
selection of risks in this type of writing. It was finally 
realized that if the agents and brokers actively pushed this 
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coverage the insurance companies could obtain coverage on 
persona who at the moment were in good physical condition and 
who would not need to draw on the benefits at once. The period 
of the forties also showed that the people in this country 
were aware of such coverage and that they were now receptive 
to this type of insurance. To enhance the agent in his sale 
of health insurance the insurance companies increased the 
commission paid and thus created an incentive for the sale 
of this line. The effect was that the agents then became 
interested in ita sale because they would receive more money, 
and also they were now able to more completely cover their 
client's needs. In striving to even more adequately protect 
their clients they began to demand that the underwriters allow 
the underwriting of older age risks, to extend longer periods 
of coverage, to eliminate increased premium rates for over-
age risks, and to cover women more fully. The insurance 
companies in working to assist as much as possible relaxed 
their underwriting requirements considerably. 
With the advent of the second World War there was 
an increase in state and federal intervention. The industrial 
expansion caused by the war brought into the labor market a 
large proportion of women and older persons. Group insurance 
was extending protection to a greater number of potentially 
high loss risks. In addition to these people being protected, 
the persona in the military service were also provided with 
hospital and medical care so that the majority of the people 
in the country were covered by some sort of protection. This 
realization brought the state insurance departments to an 
awakening of the need for claaning up this segment of the 
industry which heretofore had been left to run itself. 
The competition at this particular time was very 
active and the only means that companies had to compete were 
by broadened coverages or by adding new fringe benefits to 
their existing contracts. With the insurance commissioners 
and the federal government looking at this field rather 
closely the individual companies began to take hold themselves 
and to offer a more adequate protection for the policyholder 
in relation to the premium paid. Part of this effort was 
due to competition although a greater part may be contributed 
to the fear of intervening regulation. Some states progressed 
so far as to pass legislation forcing employers to provide 
certain minimum amounts of disability insurance. Other states 
although not passing legislation did begin to scruitinize 
more carefully the policy forms filed. This required the 
insurance industry to adopt a more uniform pattern. 
The end of the war brought back the huge number of 
military personnel into the civilian industrial field and 
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with it a very strong pressure for broad comprehensive coverage. 
The government at the same time stepped into the picture by 
freezing wages and reversed their previous opinion with re-
spect to the accident and health insurance. They now considered 
the granting of accident and health coverages as equal to an 
increase in wages so that such coverages would have to be 
approved by the newly created Wage Stabilization Board. Of 
course, this brought a terrific pressure and the Wage 
Stabilization Board withdrew the tightness of its original 
directives so that small amounts of benefits may be extended 
without prior approval. The life insurance companies at this 
time realized that the accident and health field was only in 
its infancy and had the possibility of a tremendous future. 
The entrance of the life insurance companies will in all 
probability have an enormous effect in the accident and health 
field since the life insurance agents are located in every 
corner of the country and have tremendous personal contacts. 
The most recent activity in the accident and health 
field seems to be in the sphere of education and uniformity. 
The uniformity is taking shape with the advent of the life 
insurance companies into the field who, unlike most casualty 
companies, are closely interrelated. The National Association 
of Insurance Commissioners conducted a survey beginning in 
1947 which was completed in 1950. They recommended that a 
Uniform Individual Accident and Sickness Policy Provisions 
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Law be adopted by all forty eight states and the District of 
Columbia. This plan was adopted unanimously by the National 
Association in June, 1950, and these provisions are to replace 
and expand the 1912 standard provisions Which are in current 
use. Some of the advantages for the policyholder would be that: 
1. a grace period would be required. 
2. late filing of proofs of loss, when not reasonably 
possible to comply with the time otherwise 
fixed, would be forgiven. 
3. the insured has the right of cancellation, if 
that right is retained by the company with a 
refund of unearned premium. 
4. the company would be prohibited from defending 
of any claim, due to disease, having origin 
prior to the issue after the policy is in force 
three years. 
5. after three years the defense due to misrepre-
sentation in the application is prohibited. 
6. there would be liberalized provisions for 
reinstatement of lapsed policies. 
7. periods for giving notice of sickness claims 
* and for commencing legal action are extended. 
Education has appeared on the horizon in many 
different forms. Colleges, organizations, and industry itself 
are all conducting training programs to better educate the 
people in this field. For example, the Brooklyn College in 
Brooklyn, New York, has recently announced a plan to give a 
specialized accident and health course in response to the 
needs of life insurance agents whose companies have entered 
** the field. 
Another example is the Cleveland Association of 
Accident and Health Underwriters Who have announced their 
* 19, 
** 36, p. 196. 
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intention of conducting a new disability insurance sales 
course. This will begin January 8, 1952, and is sponsored by 
the International Association of Accident and Health Under-
writers. They have elected Mr. w. s. Steiger of the 
* Massachusetts Indemnity Company to conduct the classes. 
It has become apparent to the insurance industry 
that the best is the most economical. The claims medical 
service works to restore the injured worker promptly, for 
business as well as human reasons. The best available care 
is the most effective way of reducing the three cornered loss 
of an industrial accident, that is, the disability of the 
person, the cost to the employer, and the loss of manpower. 
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The latest concept is in the field of humanics. The program 
calls for the prevention of loss and an increased effectiveness 
of.the working man and woman. This is done through industrial 
engineering, to eliminate the physical and mechanical hazards; 
through industrial hygiene, to secure a more favorable 
environment; through industrial preventive medicine, to in-
sure the workers physical fitness; through claims medical 
service, by the employment of specialists to aid in the rapid 
recovery of the disabled person; and lastly, and apparently 
most importantly, rehabilitation - restoration of the injured 
worker to the normal activities of life for his own and the 
community's benefit. These gains arise from a campaign to 
reduce the financial and human costs of accidents. 
* 35, P• 189. 
** 24, PP• 20-27. 
The prime factor behind this has been workmen's 
compensation Which has been in existence for forty years. 
The accident and health insurance companies are beginning 
to take advantage of the experience gained under workmen's 
compensation. With this experience as a foundation, added to 
their own experience, the accident and health business, pro-
viding we do not have a national catastrophe such as an all 
out war or depression, is on the threshold of potential 
greatness in the insurance industry. 
B. Future Anticipated Coverages 
The forecasting of future types of insurance is 
about as predictable as the forecasting of weather. However, 
all businesses must of necessity endeavor to anticipate what 
the future holds before they can enter on a program which 
will involve considerable time and effort now in the hope of 
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a profit in the future. Anyone who has studied it knows that 
the construction of a new health program is extremely difficult 
to accomplish, as well as very costly. An insurance company, 
like a manufacturing concern, must make a very comprehensive 
survey of the existing conditions, the market for the policy, 
the price to be charged, and the possibilities for the 
program in future years. 
In looking at the situation today there seem to be 
two clouds which may influence the accident and health field 
in the near future. The first is the possibility of this 
country becoming involved in a total war. In the event that 
this does occur there is probably no alternative except to 
endeavor to meet each situation as it appears, in a most 
expeditious manner. The second major cloud on the horizon 
is the existing fear by the insurance industry of complete 
government intervention in accident and health insurance in 
the same extreme manner as has been engaged in by more than 
one large country today. Should this occur the probability 
will be for the insurance compmies to follow a narrow course 
due to strict government regulation. 
Assuming that the country does not become involved 
in a war, the insurance industry can then plan on a probable 
continued period of prosperity. The reason for this is that 
the absence of war itself will keep the threat of war nearby 
and consequently there will be a continued spending by the 
federal government in the maintainance of an adequate defense 
system which will have the effect of staving off any sudden 
recession. Should the clouds of war completely disappear 
there is probably a large enough backlog of civilian orders 
in industry to maintain a fairly high level of production 
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for three to five years to come. In this case it would 
probably be wise for the men in the insurance industry to start 
making rapid calculations so that they may prevent the second 
fear, that of government intervention. This may be done in 
only one way and that is to produce the proper type of insur-
ance protection for the public, at a reasonable rate, within 
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the reach of all the people. If they succeed in this they will 
probably defeat that factor of persons in the political field 
who are currently agitating for some one to do the job that 
it has been claimed the insurance industry is incapable of 
doing well. 
One of the trends in the insurance industry leads 
toward the combination of coverages in a package plan. That 
is, an effort is being made now to draw a composite picture 
of the insurance needs of an average American citizen. The 
needs of this person include protection against the loss of 
his home by fire and windstorm. Protection against the 
liability arising out of the use of his automobile for both 
bodily injury and property damage is also necessary. The 
comprehensive public liability, arising from the ownership of 
an home must be considered. Thought has been given to the 
possibility of putting all of these coverages into one basic 
policy. The problems that arise from this are varied and 
numerous. One reason for this is the fact that a fire policy 
for one man would not fit the needs of another man, both of 
Whom own identical houses, but which are located in different 
areas. The fire protection that is offered in some of the 
larger cities is notably superior to that offered in some of 
the smaller localities. Consequently, the exposure for the 
insurance companies varies considerably. 
With respect to automobile insurance the public is 
well aware of the vast differential in the cost of insurance 
between areas. It is quite easy for anyone to see that the 
more congested the area the greater the possibility of a 
collision. 
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Basically then, the problems appear to be almost 
insurmountable from the rating side of the picture. In 
addition to this side, however, there is another factor which 
must be considered which falls under the authority of the 
insurance commissioners and the state statutes. Because of the 
structure of the United States, with its forty eight semi-
sovereign units, there are forty eight separate codes. The 
problem of the insurance commissioners is not now as great as 
it had been heretofore because of the National Association of 
Insurance Commissioners. Arising from this body has come the 
foundation for uniform activity. This is perhaps most notable 
in the unanimous adoption by the National Association of 
Insurance Commissioners, in the middle of 1950, of the 
Uniform Policy Provisions Law relating to accident and health 
insurance. 
The problem of the statutes is one that is not so 
large that it can not be overcome. However, it is well known 
that the Wheels of legislation grind slowly and it would take 
considerable effort and time before the separate sovereign 
states could pass legislation Which would properly align 
these laws. The probability of this being done in the 
immediate future is very weak. 
Assuming that these problems can be surmounted it 
would be logical to include in this program the accident and 
health coverages. It is not sensible for a person to insure 
the golden egg without insuring the goose that laid it also. 
171. 
It is easy to see that without an income it would be impossible 
to pay for the taxes or rent on the house, the medical costs 
of the family, or the food and other necessary expenses. The 
average American today would never think of buying a twenty 
five hundred dollar automobile without also buying a compre-
hensive fire and theft policy to protect the investment, but 
they will forego the purchase of income protection wrrich has 
a potential of fifty to one hundred thousand dollars. With 
accident and health as the keystone to full insurance pro-
tection it should be included in the comprehensive policy. 
There are, however, problems involved in constructing a 
blanket type accident and health section for this type of 
coverage. 
The first problem that appears in this is that 
again the different localities throughout the country involve 
a considerable range in medical costs. Where one area 
charges ten dollars a day for hospital room and board another 
area will charge eighteen dollars for similar accomodations. 
In addition to the differential in costs there is a dire need 
for education of the general public to the fact that they 
should have complete insurance protection. Although the 
accident and health insurance is often considered the most 
important type of coverage for the individual person it still 
requires greater sales effort on the part of agents and 
brokers than any other type of insurance. 
In addition to the above, the accident and health 
insurance,like no other insurance, has a greater variety of 
existing combinations. For example, as was pointed out 
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earlier in this study, over twelve thousand forms were 
reviewed last year by the Illinois department alone. Although, 
efforts are being made to unify these programs a lot remains 
to be done. It will probably be five or ten years before 
accident and health insurance will actually be presented on 
a uniform plane. It follows then that a comprehensive package 
plan may not be looked for in the immediate future, although 
it certainly has tremendous possibilities. 
Another program that stands as a possibility which 
will probably come into being far sooner than the package 
plan is a community program. A community program is partially 
existant at the present time due to the Blue Cross programs. 
These organizations have made a mild effort to meet the needs 
of the public by setting up plans whereby persons in multiples 
of ten or better may be insured as a small group, whether or 
not there is a common relationship involved. The need for 
a community coverage is apparently present if one may believe 
the daily newspaper reports. How can a community be insured? 
The answer to that question is not easy. 
Experiments have been conducted by some companies 
in areas where a key industry exists and group insurance is 
written for the employees and dependents of that industry. 
For example, a mill town, which was a town merely because of 
that industry, had seventy five per cent of its population 
protected under the group plan. This left twenty five per 
cent oft he people without protection, or with the alternative 
of paying the cost of an individual policy which was usually 
some twenty five per cent higher than similar costs under the 
group plan. An effort was made to enroll the ~emainder of 
the citizens in the plan at group rates and to thus provide 
complete community coverage. 
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· This plan ran into several obstacles. The first one 
was the difficulty of enrollment of the members. Perhaps some 
solution could be found to this through such sources as a 
Chamber of Commerce, grange, or some other central organization. 
A second obstacle was the voluntary payment of premium by this 
twenty five per cent on a regular basis. The theory and 
principles of group insurance call for the play of mass 
purchasing power. By insuring all of the members,by using a 
central billing. system, by central claims handling, and simp-
lified enrollment it is possible to generally avoid a selection 
against the company, to maintain a low acquisition cost, and 
a low expense of handling factor and thereby maintain a 
minimum rate. The influence of the employer is conspicuously 
absent in enrolling a community and the persons who are 
healthy are extremely slow to enroll and even slower to pay 
their bills. The persons who are in ill health will come in 
readily which adds to the reduction of acquisition cost, 
but increases the percentage of claims. 
Community plans seem to be an answer to the insuring 
needs of the public. If the problems presented above could 
somehow be solved so that one hundred per cent of the 
community were covered and paid their bills immediately the 
success of the program would stand a better than even chance 
of prospering. There is one factor that should be mentioned 
and that is that an insurance company could not afford to 
write only one community. They would have to insure many 
communities in order to get a sufficient spread of their 
business. Should they insure only one community and then 
that community were hit by an epidemic, failure would be the 
result. 
In the immediate present and the next year or two 
there seem to be three leanings of the accident and health 
companies. The first is the revival of the non-cancellable 
type of insurance. This coverage has shown itself off and 
on during the twentieth century, appearing in the prosperous 
times, and almost fading out in the periods of recession. 
The general pressure is for the insurance companies to issue 
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a policy extending their specified benefits to a family and 
then to continue that policy regardless of the claims rendered. 
All too frequently, policies are cancelled by individual 
companies as soon as a major claim is presented with the 
result that the people have in part turned to the government 
in search of a protection that would be continued regardless 
of the misfortunes that befall the individual family. Mmy 
companies have had considerable experience in this type of 
writing and are perhaps now more familar with the possible 
expected losses. Consequently they may very soon find the 
solution as to how this coverage may be written on a 
profitable basis within the reach of the average individual, 
and perhaps even the substandard risk. 
The second problem is that of the substandard risk. 
If the insurance companies are to prevent state and federal 
intervention it will be necessary for them to devise some 
means where the substandard risk will be provided some form 
of protection. It is well known that medical science has 
so advanced that there are more persons reaching the older 
ages today and thus more persons to be insured, who at present 
are not in the insurable bracket. Medical science has also 
. 
operated in lowering the death rate, in creating a new group 
of substandard risks such as a diabetic. Where earlier a 
175. 
diabetic had a definitely limited life span, they are capable now 
of living out the normal life span with the new drugs 
available today. This depends in addition to the drugs on 
the moral hazard since failure to take the required amount of 
imsulin, for example, could result in a hospitalization claim 
and the possibility of death for the patient. Industrial 
accidents which have occurred where the injured person would 
probably have died due to loss of blood are not as serious now 
because of the Blood Bank and new methods of blood trans-
fusion. Frequently many of these persons recover only 
partially or are required to have artificial limbs which 
make them substandard. 
The ability to write insurance for this type of 
person has not been perfected at this time. One answer to 
this problem might be to have a very minor increase in all 
existing rates in order that the person who suffers a 
deficiency would be enabled to obtain insurance on a fairly 
reasonable basis. This would not be done by private insurance 
companies since the present policyholders would not be able 
to understand why they should have to pay more so that a 
person unknown to them would be brought into an insurable 
range. Another possibility would be for the government to 
have a subsidy for this type of protection. However, to pay 
for this would mean that the taxes would have to be increased 
and thereby the burden again falls upon the general public. 
At the moment there does not seem to be a very adequate 
solution to this problem, although it must be met by industry 
very shortly. 
The third program that is presently in front of the 
insurance companies is the writing of the catastrophe 
coverages. This coverage which is presently being offered is 
comparatively expensive and is designed for the persons in 
the income brackets over five thousand dollars a year. The 
principal of insurance here is on the basis that the 
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inconvenience claims can usually be met by the individual 
person without too much difficulty. The more serious claims 
are the catastrophe or disaster type claims which frequently 
spell ruin for the individual who experiences them. This 
coverage is a blanket type of insurance. That is, it insures 
against all of the necessary expenses ihcurred to make the 
patient well. It operates on a deductible basis and pays a 
part or all of the expenses incurred above this amount up to 
certain specified maximums. The deductible amount operates 
in the same manner as the deductible amount in automobile 
collision insurance. The large volume of claims naturally 
fall in this lower bracket and this insurance is then 
rightfully named since it comes into play when the situation 
becomes serious. 
The practice of putting in a quasi co-insurance 
feature is apparently fairly good in that the payment of all 
expenses invites malingering by the patients and excessive 
charges by doctors and hospitals. The theory behind this 
division of costs between the insured and the insurance 
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company is that the policyholder, with a share of the financial 
burden falling on his purse, will keep a sharp watch on the 
size of the bill. 
The coverage that is provided under this type of 
contract is not specifically spelled out in any form of 
schedule. The coverage is a blanket type of protection which 
provides for the payment of the surgical operation, the room 
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and board, the drugs and medicines, and has even been stretched 
to include the cost of transportation across several states 
When a specialist was necessary. This principle seems to 
be showing extremely good results in that there is almost no 
possiblity of loopholes in the contract Whereby the insurance 
company can deny payment under the terms of the policy as 
long as the charges are reasonable. 
There seems to be a groping by the insurance 
industry to make this insurance available to persons below 
the five thousand dollar income bracket. One experiment 
conducted by a large insurance company found that only ten 
per cent of the persons below the five thousand dollar bracket 
were interested 1h this type of insurance while eighty five 
per cent above the five thousand dollar bracket were interested 
enough to purchase policies. The market of persons over 
five thousand dollars is comparatively large. It has been 
estimated that during the year 1951 more than five million 
people had incomes in that bracket. Consequently a sale to 
only one out three of these persons would yield annual 
premiums of nearly one hundred million dollars. This would 
be approximately eight per cent of all premiums paid to 
casualty and life insurance firms in 1950 for accident and 
health insurance. It is easy to see then that the market 
below the five thousand dollar bracket is of tremendous 
proportion. 
The problems that seem to be existing in this 
coverage are where to locate deductible amounts. That is, 
should it be three hundred, five hundred, or seventy five 
dollars. What should the maximum be or should there be 
a maximum? Basically it seems as though there has got to 
be some point Which can be reached which will enable the 
companies to offer this protection to persons in lower 
income brackets and on a sound financial basis. 
It can be seen that the accident and health field 
is potentially one of the greatest fields before the entire 
insurance industry. The possibilities of new coverages 
and greater markets seem to be almost limitless. If the 
insurance industry wakes up to its potentialities and grows 
up to its responsibilities its success well be assured. 
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